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FRIDAY, MARCH 20, 1959 


The committee met at 10 a.m., the Honorable Senator A. S. Mike 
Monroney presiding. 

Senator Monroney. The Committee on Interstate and Foreign 
Commerce will be in session. 

I believe it is desirable at the outset that it be made clear that this 
is the first day of hearings which this committee expects to hold in 
connection with proposed legislation which will amend the Communi- 
cations Act of 1934, as amended, so as to permit mergers of American 
companies private cable and radio telegraph service for use in inter- 
national communications only and that all interested parties will be 
afforded an opportunity to present their views. 

The committee print dated March 10, 1959, the legislative proposal 
to be discussed in this hearing, is identical to S. 4931, a bill that Sen- 
ator Magnuson introduced at the close of the last session of Congress. 
Following the conclusion of this opening statement, the committee 
print will Ibe printed in full. 

When Senator Magnuson introduced S. 4231 in the last Congress 
he indicated that it was tantamount to a working draft and that he 
was introducing it so late in the session in order to give all the parties 
at interest an opportunity to study it so that when the 86th Congress 
convened and hearings were scheduled the committee could have the 
benefit of such deliberations. 

Senator Magnuson was particularly interested in the views of the 
various Government agencies, such as the FCC, State Department, 
Department of Defense, and Department of Justice. 

ince the close of World War II tremendous technological changes 
and developments in the telecommunications field, both domestically 
and internationally, have taken place and, as a consequence, has had 
a profound effect on the competitive nature of various companies 
engaged in the international telecommunications business. It becomes 
increasingly apparent that the changing world conditions necessitate 
a fresh look at the status of the American telegraph carriers and the 
ability to compete in the international field. The world situation 
dictates that we take a new look at the U.S. operation in the interna- 
tional communications field. Mergers have been authorized in the 
domestic telegraph field and in the domestic and international tele- 
phone fields but prohibited in the international telegraph field. 

Generally speaking, this legislation is permissive in nature and will 
permit the international telegraph carriers to file an application re- 


‘ Notre.——-Staff members assigned to this hearing, Nicholas Zapple and John 
lack. 
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questing consolidation and that such proposal would have to receive 
the approval of the FCC as did the merger of the domestic telegraph 
carriers under an amendment to the Communications Act in 1943. 
Whether the committee after it hears all the testimony will recommend 
legislation that will permit consolidations remains to be seen. The 
committee may find that permissive merger legislation is desired; 
it may, on the other hand, find that some other policy is better for 
our national interest. In any event, Iam hopeful that all the facts on 
this subject will be fully developed. 

Also, to be incorporated at this point, is the statement issued by 
Senator Magnuson when he introduced S. 4231 on August 5, 1958; 
in addition, ‘the comments of the Department of State ‘and Federal 
Communications Commission on S. 4231 and the committee print; 
also the comments of the Department of the Air Force, General Serv- 
ices Administration, Department of Justice, and Office of Civil and 
Defense Mobilization. 

(The committee print, dated March 10, 1959, is as follows :) 


{S. —, 86th Cong., 1st sess.] 
A BILL To amend the Communications Act of 1934, as amended, to permit consolidations 
or mergers of international telegraph and marine carriers, and for other purposes 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Communications Act of 1934, as 
amended, is amended by adding at the end of title II the following new section: 


“CONSOLIDATIONS OR MERGERS OF INTERNATIONAL TELEGRAPH AND MARINE CARRIERS 


“Sec. 223. (a) As used in this section— 

“(1) The term ‘consolidation or merger’ includes the legal consolidation or 
merger of two or more corporations, and the acquisition by a corporation through 
purchase, lease, or in any other manner, of the whole or any part of the prop- 
erty, securities, facilities, services, or business of any other corporation or cor- 
porations, or of the control thereof, in exchange for its own securities, or 
otherwise. 

“(2) The term ‘domestic telegraph carrier’ means any common carrier by wire 
or radio the major portion of whose traffic and revenues is derived from domestie 
telegraph operations ; and such term includes a corporation owning or controlling 
any such common carrier. 

“(3) The term ‘domestic telegraph operations’ includes acceptance, trans- 
mission, reception, and delivery of record communications by wire or radio which 
either originate or terminate at points within the continental United States, 
Alaska, Canada (including Newfoundland), Saint Pierre-Miquelon, or Mexico, 
and terminate or originate at points within the continental United States, Alaska, 
Canada (including Newfoundland), Saint Pierre-Miquelon, or Mexico, and in- 
eludes acceptance, transmission, reception, or delivery performed within the 
continental United States between points of origin within and points of exit 
from, and between points of entry into and points of destination within, the enn- 
tinental United States with respect to record communications by wire or radio 
which either originate or terminate outside the continental United States, Alaska, 
Canada (including Newfoundland), Saint Pierre-Miquelon, and Mexico, and 
also includes the transmission within the continental United States of record’ 
communications which both originate and terminate outside but transit through 
the continental United States. 

“(4) The terms ‘domestic telegraph properties’ and ‘domestic telegraph facili- 
ties’ means properties and facilities, respectively, used or to be used in domestic 
telegraph operations. 

(5) The term ‘international telegraph carrier’ means any common carrier by 
wire or radio the major portion of whose traffic and revenues is derived from 
international telegraph operations; and such term includes a corporation (other 
than any domestic telegraph carrier) owning or controlling any such common 
earrier. For the purposes of this section only, but subject to the proviso con- 
tained in subsection (b) of this section, such term shall also be considered to 
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include the international telegraph properties, facilities, and operations of any 
domestic telegraph carrier, but not to include the domestic telegraph properties, 
facilities, or operations of such domestic telegraph carrier, nor any corporation 
owning or controlling such domestic telegraph carrier. 

“(6) The term ‘international telegraph operations’ includes acceptance, trans- 
mission, reception, and delivery of record communications by wire or radio which 
either originate or terminate at points outside the continental United States, 
Alaska, Canada (including Newfoundland), Saint Pierre-Miquelon, and Mexico, 
but does not include acceptance, transmission, reception, and delivery performed 
within the continental United States between points of origin within and points 
of exit from, and between points of entry into and points of destination within, 
the continental United States with respect to such communications, or the trans- 
mission within the continental United States of record communications which 
both originate and terminate outside but transit through the continental United 
States. 

“(7) The terms ‘international telegraph properties’ and ‘international tele- 
graph facilities’ mean properties and facilities, respectively, used or to be used 
in international telegraph operations. 

“(8) The term ‘marine carrier’ means any common carrier by radio, the 
major portion of whose communication traffic and revenues is derived from 
marine operations; and such term includes a corporation owning or controlling 
any such common carrier. 

“(9) The term ‘marine operations’ includes acceptance, transmission, recep- 
tion, and delivery of record communications by radio between ship or aircraft 
mobile and land stations or between ship or aircraft mobile stations. 

“(10) The terms ‘marine properties’ and ‘marine facilities’ mean properties 
and facilities, respectively, used or to be used in marine operations. 

“(11) The term ‘international record communications’ means record com- 
munications the acceptance, transmission, reception, and delivery of which con- 
stitute international telegraph operations or marine operations. 

“(12) The terms ‘consolidated or merged international telegraph and/or 
marine carrier’ and ‘carrier resulting therefrom’ mean any telegraph carrier by 
wire and/or radio which acquires or operates the international telegraph and/or 
marine properties and facilities unified and integrated by consolidation or 
merger. 

“(13) The term ‘securities’ includes any security as defined in the Securities 
Act of 1933. 

““(14) The term ‘employee’ means a person who receives a regular and stated 
compensation other than a pension, commission, or retainer; and the term (i) 
shall include any individual who is absent from active service because of fur- 
lough, illness, or leave of absence, except that there shall be no obligation upon 
the consolidated or merged international telegraph and/or marine carrier to 
reemploy any employee who is absent because of furlough, except in accordance 
with the terms of his furlough, and (ii) shall not include any employee of any 
earrier which is a party to a consolidation or merger pursuant to this section to 
the extent that he is employed in any business which such carrier continues to 
operate independently of the consolidation or merger. 

“(15) The term ‘period of employment’ of any employee of any carrier which 
is a party to a consolidation or merger pursuant to this section means the period 
of his employment by such carrier, as defined and recognized for such employee 
by such carrier, on the date of approval of such consolidation or merger, for 
the purpose of pension benefits under any agreement or plan of such carrier 
applicable to such employee on such date. 

“(16) The term ‘representative’ includes any individual or labor organization. 

“(17) The term ‘continental United States’ means the several States and the 
District of Columbia. 

“(b) It shall be lawful, upon application to and approval by the Commission 
as hereinafter provided, for any international telegraph or marine carrier to 
effect a consolidation or merger (1) with one or more other international tele- 
graph or marine carriers and/or (2) with all or any part of the international 
telegraph and/or marine operations, properties, or facilities of any carrier en- 
gaged in international telegraph and/or marine operations which is not an inter- 
national telegraph or marine carrier; and, subject to the provisions of sub- 
section (d) of this section, such consolidation or merger may include all or 
any part of the domestic telegraph properties, facilities, and operations of any 
carrier a party to the consolidation or merger which is not a domestic telegraph: 
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carrier and/or, if such consolidation or merger shall include all or any part of 
the international telegraph properties, facilities, or operations of any domestic 
telegraph carrier, all or any part of the customer tieline properties and facilities 
of such domestic telegraph carrier used exclusively for operations of the charac- 
ter refered to in the proviso contained in paragraph (1) of said subsection (d) : 
Provided, That no such consolidation or merger shall include all or any part of 
any securities or interest in the international telegraph properties, facilities, or 
operations of any domestic telegraph carrier (including any corporation or other 
entity owning or controlling, owned or controlled by, or under common owner- 
ship or control with, any domestic telegraph ‘carrier, or of which any domestic 
telegraph carrier owns or controls any capital stock or other securities), if 
after or as a result of such consolidation or merger any international telegraph 
properties, facilities, or operations, or any capital stock or other securities of 
the consolidated or merged international telegraph and/or marine carrier result- 
ing from such consolidation or merger (including any corporation or other entity 
owning or controlling, owned or controlled by, or under common ownership or 
control with, such resulting carrier), will be owned or controlled by, or under 
common ownership or control with any domestic telegraph carrier. Nothing in 
this subsection (b) shall be construed to amend, repeal, impair, or affect the 
provisions of paragraph (2) of subsection (c) of section 222 of this Act. 

“(e) (1) Whenever any consolidation or merger is proposed under subsection 
(b) of this section, the carrier or carriers seeking authority therefor shall sub- 
mit an application to the Commission, and thereupon the Commission shall order 
a public hearing to be held with respect to such application and shall give rea- 
sonable notice thereof, in writing, and an opportunity to be heard, to the Secre- 
tary of State, the Secretary of Defense, the Attorney General of the United 
States, representatives of employees in the United States of such carrier or 
carriers where represented by bargaining representatives known to the Commis- 
sion, every other international telegraph or marine carrier, and to such other 
persons as the Commission may deem advisable. If, after such public hearing, 
the Commission finds that the proposed consolidation or merger, or an amended 
proposal for consolidation or merger, (i) is authorized by subsection (b) of 
this section, (ii) conforms to all other applicable provisions of this section, and 
(iii) is in the public interest, the Commission shall enter an order approving 
and authorzing such consolidation or merger, and thereupon any law or laws 
making consolidations or mergers unlawful shall not apply to the proposed 
consolidation or merger. In finding whether any proposed consolidation or 
merger is in the public interest, the Commission shall give due consideration to 
the purposes of this Act and, among other things, to the financial soundness of 
the carrier resulting therefrom. 

(2) Whenever any consolidation or merger is proposed under subsection (b) 
of this section, any international telegraph or marine carrier other than the 
carrier or carriers submitting the application to the Commission pursuant to 
paragraph (1) of this subsection (c) shall be entitled to submit to the Com- 
mission, but only within thirty days after the giving of the notice of public 
hearing pursuant to said paragraph (1), a statement of desire to become a party 
to such consolidation or merger upon the terms set forth in such statement, and 
thereupon the Commission shall within ten days after the submission of such 
statement give notice thereof, in writing, to each person to whom the notice of 
public hearing shall have been given pursuant to paragraph (1) of this subsec- 
tion (c) and also to representatives of employees in the United States of the 
carrier submitting such statement where represented by bargaining representa- 
tives known to the Commission, and to such other persons as the Commission 
may deem advisable. If any such statement shall be submitted within the time 
specified above, the Commission shall afford the carrier submitting the same 
and the carrier or carriers submitting the application to the Commission pur- 
suant to paragraph (1) of this subsection (c) an opportunity, for a period 
of ninety days after the giving of the notice pursuant to this paragraph (2), 
to agree upon the terms upon which the carrier submitting the statement may 
become a party to such consolidation or merger. If within such ninety days 
there is submitted to the Commission an amended proposal for consolidation 
or merger to which the carrier submitting the statement pursuant to this para- 
graph (2) would be a party upon such terms as the carriers shall have agreed 
upon, the Commission shall proceed with the public hearing on such amended 
proposal in lieu of the application pursuant to paragraph (1) of this subsection 
(c). If such an amended proposal is not so submitted within such ninety days, 
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the Commission shall proceed to consider the application pursuant to paragraph 
(1) of this subsection (c); and in such proceeding, the Commission may, if 
within ten days after the expiration of such ninety days the carrier submitting 
the statement pursuant to this paragraph (2) shall have intervened in the pro- 
ceeding, consider the effect upon the public interest of the inclusion, or failure 
to include, such carrier in the proposed consolidation or merger. 

““(d) (1) In case of any consolidation or merger pursuant to this section, the 
consolidated or merged international telegraph and/or marine carrier shall not 
engage in domestic telegraph operations except as hereinafter in this subsection 
(d) permitted: Provided, That nothing in this section shall prevent such carrier 
from (i) accepting, transmitting, receiving, and delivering international record 
communications in the cities which constitute gateways approved by the Com- 
mission as points of entry into or exit from the continental United States and 
in the city of Washington, District of Columbia (which city of Washington, Dis- 
trict of Columbia, shall, for the purposes of this subsection (d), be deemed to 
include the Washington National Airport and, but only for Government and 
intergovernment organizations and press users, a radius of ten miles from such 
carrier’s main operating telegraph office in such city), including the accepting, 
transmitting, receiving, and delivering of international record communications 
which originate or terminate within the continental United States at points 
beyond such cities by means of facilities between the points of orgin or temina- 
tion and such cities which are paid for by the customers; (ii) transmitting and 
receiving international record communications between such cities, between such 
cities and its cable or radio stations, between its cable or radio stations, or be- 
tween such cities and any point of entry into or exit from the continental United 
States, including such transmitting and receiving of international record com- 
munications which both originate and terminate outside but transit through the 
continental United States; (iii) with respect to international record communi- 
cations customer-to-customer services, accepting, transmitting, receiving, and 
delivering such communications within the continental United States, including 
the transmitting and receiving of the same between the points of origin or 
termination and such cities; and (iv) in connection with any marine operations, 
accepting, transmitting, receiving, and delivering international record communi- 
cations at its land stations and in the cities in which such stations are located, 
including the accepting, transmitting, receiving, and delivering of international 
record communications which originate or terminate within the continental 
United States at points beyond such land stations or cities by means of facilities 
between the points of origin or termination and such land stations or cities 
which are paid for by the customers, and transmitting and receiving interna- 
tional record communications between such land stations, between such land 
stations and such cities, between such land stations or such cities and any point 
of entry into or exit from the continental United States, and between such land 
stations and the cities referred to in clause (i) of this paragraph (1). 

“(2) As a part of any consolidation or merger pursuant to this section, or 
thereafter, any consolidated or merged international telegraph and/or marine 
carrier may make such agreement or agreements with any domestic telegraph 
earrier as the Commission shall approve as just, reasonable, equitable, and in 
the public interest providing for (i). domestic telegraph operations in which 
such consolidated or merged international telegraph and/or marine carrier may 
engage in addition to those of the character referred to in the proviso contained 
in paragraph (1) of this subsection (d), and/or (ii) modifications of, or limita- 
tions upon, the domestic telegraph operations of the character referred to in 
said proviso theretofore carried on by any party to the consolidation or merger 
or by the carrier resulting therefrom or by any corporation at any time owning 
or controlling, owned or controlled by, or under common control with, any such 
party or such resulting carrier; and any law or laws making such agreement 
unlawful shall not apply to such agreement. 

“(3) As a part of any consolidation or merger pursuant to this section, 
or thereafter, any consolidated or merged international telegraph and/or ma- 
rine carrier and any domestic telegraph carrier may make such agreement or 
agreements as the Commission shall approve as being just, reasonable, equi- 
table, and in the public interest, providing for the interchange of international 
record communications between such carriers, including the establishment or 
maintenance of through routes and the practices, regulations, distribution of 
traffic, and divisions of charges applicable to such interchange; and any law 
or laws making such agreement or agreements unlawful shall not apply thereto: 
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Provided, That in the absence of such agreement or agreements, and upon com- 
plaint or’ upon its own initiative, the Commission, after due notice and hearing, 
shall prescribe such through routes for the interchange of international record 
communications, and such practices, regulations, distribution of traffic, and divi- 
sions of charges applicable to such interchange, as the Commission finds to be 
just, reasonable, equitable, and in the public interest. 

(4) Nothing in this subsection (d) shall be construed to amend, repeal, im- 
pair, or affect the provisions of subsection (e) of section 222 of this Act. 

“(e) No proposed consolidation or merger pursuant to this section shall be 
approved by the Commission unless it finds, on evidence satisfactory to it, that 
as a result of such consolidation or merger, not more than one-fifth of the 
capital stock of the consolidated or merged international telegraph and/or 
marine carrier will be owned or controlled, or voted, directly or indirectly, (1) 
by any alien or the representative of any alien, (2) by any foreign government 
or the representative thereof, (3) by any corporation organized under the laws 
of any foreign government, or (4) by any corporation of which any officer or 
director is an alien, or of which more than one-fifth of the capital stock is 
‘owned or controlled, or voted, directly or indirectly, by any alien or the repre- 
sentative of any alien, by any foreign government or the representative thereof, 
or by any corporation organized under the laws of a foreign government. 

““(f) (1) Each employee of any carrier which is a party to a consolidation or 
merger pursuant to this section who was employed by such carrier immediately 
preceding the approval of such consolidation or merger, and whose period of 
employment began two years or more prior to the date of such approval, shall 
be employed by the carrier resulting from such consolidation or merger for a 
‘period of not less than four years from the date of the approval of such con- 
solidation or merger, and during such period no such employee shall, without 
his consent, have his compensation reduced or be assigned to work which is 
inconsistent with his past training and experience in the telegraph industry: 
Provided, That if any such employee within sixty days from the date of approval 
of the consolidation or merger consents to the termination of his employment 
by the carrier resulting therefrom, such carrier shall pay such employee at the 
time of the termination of his employment severance pay in cash equal to the 
amount of salary or compensation he would have received during the full 
four-week period immediately preceding such termination of employment at the 
rate of compensation or salary payable to him during such period, multiplied 
by the number of years (any fraction of a year amounting to six months or 
more to count as a year, and any lesser fraction of a year to be disregarded) 
of his period of employment: Provided further, That if any such employee is at 
the date of approval of the consolidation or merger eligible, or within sixty days 
from such date will be eligible, either with or without the consent of the carrier 
by which he is employed or of any officer of such carrier or any committee or 
other body having authority to administer the agreement or plan, to retire under 
any agreement or plan of such carrier providing pension benefits and if he elects 
within such sixty days to be retired on pension computed in accordance with 
such agreement or plan, the carrier resulting from the consolidation or merger 
shall retire him on pension so computed and any provision of such agreement or 
plan requiring the consent of the carrier or any officer, committee or other 
body to the retirement of such employee on pension shall not be applicable. 

“(2) If any employee of any carrier which is a party to any such consolidation 
or merger, who was employed by such carrier immediately preceding the approval 
of such consolidation or merger, and whose period of employment began less than 
two years prior to the date of such approval, is discharged as a consequence of 
such consolidation or merger by the carrier resulting therefrom, within four 
years from the date of approval of the consolidation or merger, such carrier 
shall pay such employee at the time he is discharged, or in installments at such 
times and in such amounts as such employee may elect, severance pay in cash 
equal to the amount of salary or compensation he would have received during 
the full four-week period immediately preceding such discharge at the rate of 
compensation or salary payable to him during such period, multiplied by the 
humber of years (any fraction of a year amounting to six months or more to 
count as a year, and any lesser fraction of a year to be disregarded) of his 
period of employment, but in no case shall any such employee receive less 
severance pay than the amount of salary or compensation he would have received 
at such rate if he were employed during such full four-week period: Provided, 

‘That, such severance pay shall not be required to be paid to any employee who 
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is) discharged after the expiration, of a) period, following, the, date of approval 
of: the consolidation or merger, equal to his period of, employment... ., 

2o(€8); For, a period of four years after the date of approval of any such con- 
solidation or merger, any employee of any carrier which is a.party to such 
consolidation or merger who was. such an employee on such date of approval, 
and who is discharged as a result.of such consolidation,or, merger, shall have 
a)preferential hiring and employment. status for any position for which he is 
qualified by training and experience over any person who, has not theretofore 
been an employee of any such carrier. 

(4) If any employee is transferred from one community to another, as a 
result of any such consolidation or merger, the carrier resulting therefrom shall 
pay, in addition to such employee’s regular compensation as an employee of 
such carrier, the actual traveling expenses of such employee and his family, 
including the cost of packing, erating, drayage, and transportation of household 
goods and personal effects. ' ; adi 
,of(5) In the case of any. consolidation or merger pursuant to this section, the 
carrier, resulting therefrom shall accord. to every employee or former employee, 
or. representative or beneficiary of an employee, or former employee, of any 
earrier which, is a;party to, such consolidation or merger, the. same. pension, 
health, disability, or death insurance benefits as were provided for prior to the 
date of approval of the consolidation or merger under the agreements or plans of 
any carrier which is a party of the consolidation or merger which, were appli- 
cable to such employee, former employee, representative or beneficiary immedi- 
ately prior to the date of such approval, in conformity with such, agreements. or 
plans; and the application for approval of any consolidation or merger under 
this section shall contain a guaranty by the carrier resulting therefrom that 
there) will be no impairment of any of the rights or benefits specified in, this para- 
graph: Provided, That, with respect to service after, the date of any consolidation 
or ;merger under this section, pension, health, disability, or .death, insurance 
benefits may be accorded as provided. in,such plan or agreement, or, plans or 
agreements, as may be adopted by the carrier resulting from such consolidation 
or.merger, pursuant. to any collective bargaining agreement or agreements entered 
into after such consolidation or merger by such carrier. 

yeti(6), Any, employee, who,.in: accordance with. military. leave; granted by his 
employer, has left,a, position, other. than a temporary position, in, the.employ 
of any carrier which is a party, to, any,.such consolidation or merger, for.the pur- 
pose of entering the military or naval forces of the United States,,shall be con- 
sidered to have been in the employ of such carrier during the time.he is.a mem- 
ber of such forces, and, upon making an application for employment with the 
consolidated or merged international telegraph and/or marine carrier within 
forty days from, the time he is relieved from service in any of such forces 
under honorable conditions, such former employee shall be entitled to the employ- 
ment and the benefits to which he would have been entitled if he had been 
employed by one of such carriers during all of such period of ‘service with 
uch forces; except that this paragraph shall not require the consolidated ‘or 
merged international telegraph and/or marine earrier, in the case of any such 
individual, to pay compensation, or to accord health, disability, or death insur- 
ance benefits, for the period during which he was a member of such forces. : If 
any such former employee is disabled and because of such disability ‘is no longer 
qualified to perform the duties of his former position but otherwise meets the 
requirements for employment, he shall be given such available employment ‘at an 
appropriate rate of compensation as he is able to perform and to which his 
service credit shall entitle him. 

“(7) No employee of any carrier which is a party to any such consolidation or 
merger shall, without his consent, have his compensation reduced, or (except:as 
provided in paragraph (2) and paragraph (8) of this subsection (f)) be sus- 
pended, discharged, or furloughed during the four-year period after the date of 
the approval of such consolidation or merger. No such employee shall, without 
his consent, have his compensation reduced, or be suspended, discharged, or fur- 
loughed in contemplation of such consolidation or merger during the period 
commencing six months prior to the submission to the Commission of the appli- 
cation for approval of such consolidation or merger. 

“(8) Nothing contained in this subsection (f) shall be construed to prevent 
the suspension or discharge of any employee for just cause. All employees shall, 
with respect to any suspension or discharge, have the rights provided as to them 
by any collective bargaining agreement, in force and effect. prior, to the date of 
approval of such consolidation or merger until such agreement is terminated, 
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executed, or superseded, or by any collective bargaining agreement thereafter 
entered into by the consolidated or merged international telegraph and/or marine 
earrier and the duly authorized representative or representatives of its employees 
selected according to existing laws. 

(9) All employees of any carrier resulting from any such consolidation or 
merger, with respect to their hours of employment, shall retain the rights pro- 
vided by any collective bargaining agreement in force and effect upon the date 
of approval of such consolidation or merger until such agreement is terminated, 
executed, or superseded. Notwithstanding any other provision of this Act, any 
agreement not prohibited by law pertaining to the protection of employees may 
hereafter be entered into by the consolidated or merged international telegraph 
and/or marine carrier and the duly authorized representative or representatives 
of its employees selected according to existing law. 

(10) For purposes of enforcement or protection of rights, privileges, and 
immunities, granted or guaranteed under this subsection (f), the employees of 
any such consolidated or merged international telegraph and/or marine carrier 
shall be entitled to the same remedies as are provided by the Labor Management 
Relations Act, 1947, as amended, in the case of employees covered by that 
Act; and the National Labor Relations Board and the courts of the United 
States (including the courts of the District of Columbia) shall have jurisdiction 
and power to enforce and protect such rights, privileges, and immunities in the 
same manner as in the case of enforcement of the provisions of the Labor Man- 
agement Relations Act, 1957, as amended. 

(11) Nothing contained in this subsection (f) shall apply to any employee of 
any carrier which is a party to any such consolidation or merger at an office or 
cable or radio station outside the United States. 

“(12) Notwithstanding the provisions of paragraphs (1) and (7) of this 
subsection (f), the protection afforded therein for the period of four years from 
the date of approval of the consolidation or merger shall not, in the case of any 
particular employee, continue for a longer period, following such date of ap- 
proval, then his period of employment prior to such date of approval, nor shall 
such protection, in the case of any particular employee, continue beyond age 
sixty-five or the age at which such employee, under the agreements or plans pro- 
viding pension benefits which are applicable to him, either must retire or may 
be retired without his consent, whichever age shall first occur. As used in 
paragraphs (1), (2), and (7) of this subsection (f), the term ‘compensation’ 
shall not include compensation attributable to overtime not guaranteed by 
collective bargaining agreements.” 


(The comments of the Department of State are as follows :) 


DEPARTMENT OF STATE, 
Washington, March 18, 1959. 

DEAR SENATOR MAGNUSON: have received your letter on March 11, 1959, re- 
questing the Department’s comments on a committee print of an unnumbered 
Senate bill which would amend the Communications Act of 1934, as amended, 
to permit consolidations or mergers of international telegraph and marine car- 
riers, and for other purposes. This bill is identical to S. 4231, which was intro- 
duced late in the 85th Congress. 

The concept of permitting the consolidation of international telegraph carriers 
is not a new one. It has been argued pro and con for several decades. The De- 
partment is interested in this legislation for three important reasons: 

1. The effect of the merger on the Department’s own communications opera- 
tions. 

2. The relationship of the merger to the Department’s international telecom- 
munications policy. 

3. The compatibility of such a merger with certain aspects of this Govern- 
ment’s foreign economic policy. 

As concerns point 1, the Department is probably the largest single user of 
United States commercial message services in the international field. There- 
fore, it has a direct stake in communications economies, speed of transmission, 
versatility of service and routings, and the progressive adoption of new com- 
munication techniques and services. In recent years, the Department has con- 
cluded that through merger a number of economies could be achieved, the exist- 
ing diversity of operating methods would largely disappear, and technological 
developments leading to improved service and greater flexibility would be more 
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likely to be adopted, with the result that the Department’s interests, insofar 
as the transmission of its own messages is concerned, would be best served 
through a partial or complete merger of the international record communications 
companies. 

It is difficult to demonstrate that economies resulting from merger, if any, 
would necessarily lead to an actual reduction in costs to the Department for 
the transmission of its communications. However, considering other factors as 
well, on balance, merger would appear to result in a net advantage to the De- 
partment as far as its own communications are concerned. 

With respect to point 2, the Department believes that merger would be com- 
patible with its overall international telecommunication policy. Certain of the 
advantages already described would apply. For example, economies might re- 
sult from the retirement of a considerable amount of plant which is presently 
maintained for competitive reasons. Increased efficiency would result from the 
fact that traffic could be routed via radio or cable, depending upon which sys- 
tem would be the fastest and most advantageous to the United States carrier 
and user. Delay caused by magnetic disturbances would no longer exist, since 
radio traffic could be routed over the cables. By the same token, radio could 
more readily be used when cable breaks occurred. Furthermore, merger would 
permit the standardization of operating equipment and practices, alleviating con- 
fusion at the foreign terminals and permitting a more efficient exchange of 
traffic at the gateway points. 

As concerns point 3, merger of our overseas telecommunications companies 
would appear to be inconsistent with the longstanding policy of the United States 
in favor of competitive enterprise and against restraint of trade and monopoly 
in domestic and foreign commerce. Such merger might impede the Department’s 
efforts to encourage the free enterprise system among the free world nations 
in line with the expression of congressional intent in the Mutual Security Act 
(section 413). For example, a recent Federal court decision upholding the 
Government in the steel merger case has been widely reported in Western Europe 
and cited as evidence of our continuing policy against monopoly. Deviation 
from this policy could have a decidely unfavorable impact abroad even though 
international telecommunications is a field where monopoly or actual govern- 
ment ownership is very widespread among other countries. 

In conclusion, the Department believes that the bill in question could compro- 
mise certain United States foreign economic policy objectives because it is a 
departure from the traditional American opposition to monopoly. However, 
since the proposed legislation could result in technical advantages which could 
benefit the Department from the standpoint of overall telecommunication policy, 
the Department would not object to the enactment of this legislation providing 
other competent agencies do not oppose it. In this connection, the Department 
recognizes that this legislation is a matter primarily within the area of responsi- 
bility of the Federal Communications Commission. We further recognize that, 
because of the monopoly problem involved, the legislation is also of basic interest 
to the Department of Justice. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this report. 

Sincerely yours, 
WILLIAM B. MacoMser, Jr., 
Assistant Secretary 
(For the Acting Secretary of State). 


CoMMENTS OF THE FEDERAL COMMUNICATIONS COMMISSION on S. 4231, 85TH 
ConGRESS, 2p SESSION, A Birt To AMEND THE COMMUNICATIONS AcT oF 1934, 
AS AMENDED, To PERMIT CONSOLIDATIONS OR MERGERS OF INTERNATIONAL TELE- 
GRAPH AND MARINE CARRIERS, AND FOR OTHER PURPOSES 


S. 4231 would add a new section 223 to the Communications Act to make 
provision for the permissive merger of two or more international telegraph 
and/or marine carriers. The question of whether to authorize the merger of 
international telegraph and marine carriers has been considered from time to 
time by the Congress but, thus far, no legislation authorizing or requiring such 
mergers has been enacted. The Commission has also had occasion at various 
times during the past 25 years to consider this problem. In the course of such 
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-considerations, © as ‘well as in the course of its regulatory activities, it has 
amassed a very considerable volume of material with respect to the physical 
facilities, ‘operations,' services, traffic volume, rates, revenués, expenses, and 
earnings of the carriers. In addition, from time to time, it has had.the benefit 
of staff studies Tégarding the question of merger wherein all of the underlying 
data have been ‘reviewed and analyzed in the light of current and expected 
developments.’ Finally, the Commission has also received and considered com- 
ments’ on the proposed bill from certain of the carriers subject to. its jurisdiction 
and extensive memoranda and arguments from the American Communications 
Association which’ represents the employees of certain international telegraph 
carriers. 

The Commission’s. studies and data in its files indicate to it that at present 
the industry is opérating effectively and efficiently ; that, on the average, over 
the past decade, its earnings experience and service provided compare favorably 
with that of communications monopolies subject to the Commission’s jurisdic- 
tion: The Commission has found it necessary to grant only one rate increase 
with respect to outbound international telegraph traffit in the pase decade. All 
of the foregoing considerations would tend to point to a conclusion that if 
present conditions and circumstances could be expected to continue for the fore- 
seeable future, there would be no compelling reasons for legislation which would 
permit ‘the mérger of international telegraph carriers. However, there are cet- 
tain major events which have taken place in recent years which have convinced 
the Conimission that the relatively favorable position of the presently competi- 
tive international telegraph industry cannot continue much longer. These are: 

(1) The'growing importance of nonmessage telegraph services ; 

(2) The fact that such services require costly equipment and greatly ex- 
panded facilities; 

(3)' The growing: reluctance of the major foreign countries to undertake the 
expense necessary to provide and operate duplicating channels for nonmessage 
service with competing U.S. carriers; 

(4) The need to'‘develop extensive new radio-transmission techniques and asso- 
ciated equipment for the most efficient utilization of the radio spectrum allocated 
to international fixed public services to enable them to expand existing services 
and to provide various new services ; 

(5) The development and installation of high-capacity transoceanic telephone 
‘cables capable’ of being subdivided to provide a very large number of telegraph 
channels per voice channel ; and, 

(6) The constantly increasing speed of transoceanic airmail service which 
brings ever close the realization of overnight airmail service between New York 
and other international airports, on the one hand, and major cities in Europe, 
on the other hand. 

All of the foregoing indicate to the Commission that the present favorable 
earning position of the competing international carriers could readily be reversed 
in the next few years when pressures for facilities, which they could not provide 
individually, might divert traffic and revenues to others. Thus the maintenance 
‘of internal competition in the international telegraph field for the next several 
years could destroy effective competition between international telegraphy and 
the already existing monopolies of international telephony and airmail. Under 
such circumstances it.appears to the Commission that permissive merger legisla- 
tion should be enacted now with the end in view that a financially sound com- 
pany created under prosperous conditions would be in a position to anticipate 
demands and to provide the necessary expensive facilities and equipment itself 
thereby obviating the danger that the traffic might be diverted to other channels, 
and enabling, it to, compete effectively for a fair share of the international] 
communications dollar. ' 

The Commission,,therefore, approyes permissive merger legislation in, principle 
and recommends enactment of a, statute to that effect. Should the committee 
desire the detailed data on which the Commission has based the recommendations 
set forth herin in ¢onnection with hearings on §. 4231, or otherwise, the Commis- 
sion ‘will of course be: happy to furnish it upon reasonable notice. The Commis 
sion has ‘also! analyzed S. 4231 and has specific suggestions with respect to! the 
particular provisions in that bill. The suggestions and the reasons therefor are 
attached hereto as appendix A. i 
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APPENDIX A 
Suacestep AMENDMENTS TO §S. 4231, 85rH ConGREsSS, 2D SESSION 
Adopted February 19, 1959 


For convenience in reading, the amendments suggested herein are listed in the 
order in which the language to which they relate appears in the bill rather than 
in order of importance. It should therefore be noted that in several instances 
a particular amendment will require conforming amendments to language which 
subsequently appears in the bill. In each instance the problem to which the 
provision gives rise and the reason for the amendment will be stated first, 
Thereafter, the specific suggested amended language will be set forth. 

1. Subsection (a) (17), which defines the term “continental United States,” 
was drafted before Alaska became the 49th State. The context in which the term 
“eontinental United States” is used in the bill makes it clear that it refers to the 
then existing 48 States and the District of Columbia. Accordingly, it is reeom- 
mended that the subsection be amended as follows: 

Subsection (a) (17), page 6, line 15, insert the word “contiguous” between the 
words “several” and “States.” 

2. As drafted, paragraph (2) of subsection (b) would appear to authorize any 
¢arrier, other than a domestic telegraph carrier, as defined in section 223(a) (3); 
which is engaged in any international telegraph and/or marine operations to 
acquire any or all international telegraph and/or marine carriers and thus create 
a monopoly in either or both of these fields in addition to continuing ‘its own 
operations. It does not appear from the context of the bill that it was intended ‘to 
permit consolidation or merger between international record communication 
facilities or operations and any other communication facilities or operations. 
On the other hand, it may be possible that certain carriers, which are not 
international telegraph or marine carriers nor domestic telegraph carriers; 
now do or will in the future engage in international telegraph or marine opera= 
tions and that the international telegraph or marine carriers which are merging 
or have merged may desire to acquire such facilities, operations, or properties, 
Such authorization can properly be included in the bill by adapting the authori- 
zation used in section 222(b) (2) wherein the merged domestic carrier was 
authorized to acquire the domestic telegraph operations of a carrier which was 
not a domestic telegraph carrier. Accordingly, it is recommended that subsec- 
tion (b) be amended as follows: 

(a) Subsection (b), page 6, line 19—delete ‘“‘(1)”; and lines 20 to 24—delete 
all of the material appearing in these lines starting with “and/or” on line 20 
and ending with the semicolon “ ;” on line 24; and 

(b) After present subsection (b) insert a new subsection to read as follows: 

“(b*) As a part of any consolidation or merger pursuant to this section, 
or thereafter, any consolidated or merged international telegraph and/or marine 
earrier may upon application to and approval by the Commission acquire all or 
any part of the international telegraph and/or marine operations, properties, 
or facilities of any carrier engaged in international telegraph and/or marine 
operations which is neither a domestic telegraph carrier nor an international 
telegraph and/or marine carrier.” 

3. As presently drafted, the provisions of subsection (b) would make it pos 
sible for a merger to be effected between one or more international telegraph 
carriers and part of rather than all of the international telegraph operations, 
properties, or facilities of the Western Union Telegraph Co. It is to be noted 
that at present Western Union is required to divest itself of all of its imter- 
national telegraph operations pursuant to the terms of section 222(c¢c)(2) and 
that the instant bill specifically continues such obligation. Since there is a con- 
tinuing requirement placed upon Western Union to effectuate divestment of all 
its international operations, it does not appear appropriate to include in the 
present bill any provisions which could be construed to permit the merged 
international carrier to acquire only a part of such operations and leave Western 
Union with other parts of such operations which it would still be under a 
mandate to divest. It is particularly pertinent to note that, in the almost 
16 years since the divestment requirements of section 222(¢) (2) has been a part 
of the law, Western Union has not effectuated divestment. It would appear that 
the obligation to divest would be much more difficult to accomplish if Western 
Union continued to own only a part of its international system. Furthermore,’ 
it would appear that such a truncated system might not remain viable and could 
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very well deprive the public of the use of part of the present international cable 
facilities. Accordingly, it is recommended that the subsection be further amended 
as follows: 

Subsection (b), page 7, line 5, delete the words “all or any part of:” and 
line 12, delete all of the language appearing on this line and substitute therefor 
the following: “include the.” 

4. As presently drafted, subsection (c)(1) gives rise to the following prob- 
lems: 

(a) It is not specifically indicated whether the proceeding authorized therein 
shall be construed an adjudicatory one or a rulemaking one for the purpose 
of applying the Administrative Procedure Act. It should be noted that a pro- 
ceeding involving Commission consideration of any plan for the consolidation 
or merger of international telegraph and/or marine carriers would be a complex 
one wherein it would be very important for the Commission to be able to consult 
with its staff which is thoroughly familiar with the complex operating, technical, 
accounting, and legal problems involved. It is also to be noted that the proceed- 
ing is one which has many of the indexes of a rulemaking proceeding. Thus (in 
the language of the Administrative Procedure Act regarding rulemaking), it 
fixes future rights, is designed to implement both a statement of law and altered 
national policy, involves future corporate and financial structures or reorganiza- 
tion thereof as well as facilities, services, equipment and allowances therefor 
and valuations of property, analysis of costs and consideration of proposed 
accounting practices. In view of the foregoing, and especially the fact that 
many of the activities which will be involved in any merger proceeding fall 
squarely within the definition of rulemaking, it is felt that the public hearing 
should be treated as a rulemaking rather than an adjudicatory procedure. 

(b) It is to be noted that while other related sections of the bill as drafted 
provide a specific number of days (e.g., 30 days in subsection (c)(2)) for the 
occurrence or accomplishment of certain events, subsection (c)(1) calls for a 
reasonable notice of the time of hearing. It is, therefore, felt that this part 
of the bill should also set forth a specific number of days sufficiently long to 
permit the accomplishment of the other events for which a specific number of 
days is allowed. 

(ce) It is also to be noted that in the bill as drafted, the named and other 
interested parties are given only an opportunity to be heard. It is felt that 
such interested parties named in the bill should be given the right to participate 
fully in the public hearing rather than merely an opportunity to be heard, and 
that the bill should be amended accordingly. In order that all parties may be 
fully aware of exactly who intends to participate, it is felt that the bill should 
be further amended to specify a cutoff date of 10 days before the start of the 
hearing. Such cutoff date would appear to be reasonable in that it would afford 
the named entities at least 35 days in which to decide whether they desire to 
participate and to file notice of intention to do so. 

(d) In the bill as presently drafted, the Commission must either approve 
or disapprove of any plan for consolidation ur merger which is submitted to 
it. It is felt that such far-reaching plan should not be presented to the Com- 
mission on a take it or leave it basis. In the course of the public hearings on a 
matter as important as this, it is only normal to expect that various problems 
may arise which could be cured by changes which do not affect the basic premises 
upon which the proposal is submitted. It should not be necessary for the Com- 
mission either to be compelled to reject the proposal outright because of such 
considerations or, conversely, to accept a proposal which it does not feel is fully 
in the public interest as submitted but which may be cured by various changes. 
The inclusion of an amendment to such effect would thus make the legislation 
more flexible and would also obviate a possibility that after extensive public 
hearings a plan laboriously devised by interested carriers would have to be 
rejected by the Commission because it was powerless to accept it subject to 
changes it felt are essential in the public interest. It is felt, however, that 
the Commission should not be given unrestrained power to impose conditions. 
Before imposing any condition, it should be required to find on the basis of 
the record in the public proceeding that the particular condition is required in 
the public interest. The inclusion of such an amendment should afford proper 
protection to the carriers against arbitrary Commission action or conditions. 

(e) In view of all of the foregoing, it is recommended that subsection (c) (1) 
be amended as follows: 











ble 
led 


ind 
for 


ob- 


ein 
ose 
ro- 
ion 
lex 
ult 
al, 
od- 
(in 

it 


Za- 
for 
ed 
at 
all 


ld 


ve 


m- 
1a 
ns 
es 
m- 
ch 
lly 


on 
lic 
at 


1S 


in 
er 


MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 13 


Subsection (c) (1), page 8, line 7 through page 9, line 7, delete entire para- 
graph (1) of subsection (c), and substitute the following therefor : 

“(1) Whenever any consolidation or merger is proposed under subsection (b) 
of this section, the carrier or carriers seeking authority therefor shall submit 
an application to the Commission, whereupon the Commission shall order a public 
hearing to be held with respect to such application, which public hearing shall 
be considered to be a rulemaking proceeding for the purpose of applying the pro- 
vision of the Administrative Act, and shall give at least forty-five days public 
notice thereof in writing. At the same time copies of such public notice as 
well as written notice of an opportunity to participate fully in the public hearing 
upon the filing of a written notice of intention to do so at least ten days before 
the public hearing actually starts shall be given by the Commission to the Secre- 
tary of State, the Secretary of Defense, the Attorney General of the United 
States, representatives of employees in the United States of such carrier or 
carriers where represented by bargaining representatives known to the Com- 
mission, every other international telegraph or marine carrier, and to such other 
persons as the Commission may deem advisable. If, after such public hearing, 
the Commission finds that the proposed consolidation or merger, or an amended 
proposal for consolidation or merger, as submitted, or as modified in accordance 
with such terms and conditions as the Commission may find to be required by 
the public interest, as determined from the evidence of record adduced in the 
aforementioned public hearing, (i) is authorized by subsection (b) of this 
section, (ii) conforms to all other applicable provisions of this section, and 
(iii) is in the public interest, the Commission shall enter an order approving and 
authorizing such consolidation or merger, as submitted, or as conditioned and 
thereupon any law or laws making consolidations or mergers unlawful shall not 
apply to the proposed consolidation or merger, as submitted, or as conditioned. 
In finding whether any proposed consolidation or merger is in the public inter- 
est, the Commission shall give due consideration to the purposes of this Act, 
and, among other things, to the financial soundness of the carrier resulting 
therefrom.” 

5. In the bill as presently drafted, there is provision whereby a carrier which 
desires to become a party to a consolidation or merger plan submitted by two 
or more other carriers may so request. However, there is not specific provision 
for the intervention by any carrier, or carriers, which may not be interested 
in the merger plan submitted by two or more carriers but which may desire to 
participate if an additional carrier(s) becomes a party to the merger. The 
bill as drafted could either be construed as permitting such latter carrier(s) 
to intervene after the negotiations between the carriers originating the plan 
and the first intervenor have been concluded or as prohibiting such intervention 
and requiring the Commission to consider the failure of the plan to include such 
carrier(s) and, if it deems it of sufficient importance, to refuse approval of the 
entire plan. It would appear that neither of these alternatives is appropriate. 
The first alternative would involve the possibility of very considerable drawnout 
delays by making possible successive lengthy periods of negotiations. The 
second alternative might require the rejection of a plan completely even though 
under other statutory requirements the latter carrier(s) could very well have 
been accommodated and included in an amended plan. It is, therefore, felt 
that subsection (c)(2) should be amended to make it possible for carriers 
which have a contingent interest in participating in a plan for consolidation or 
merger to make such interest known. Furthermore, this subsection should be 
amended in such fashion as to obviate consecutive negotiations with attendant 
delays. The amendment set forth below would require that any carrier which 
desires to become a party to a plan for merger which has been submitted, or 
which desires to become a party to a submitted plan if another carrier or car- 
riers become parties thereto, to submit a statement of desire within 30 days 
after public notice is given by the Commission of the original plan. Accord- 
ingly, it is recommended that subsection (c) (2) be amended as follows: 

Subsection (c) (2), page 9, line 17, after the word “statement” insert the 
following: 

“;: and any other international telegraph and/or marine carrier which may 
desire to become a party to such consolidation or merger only if the proposal 
for consolidation or merger is amended to include one or more other inter- 
national telegraph and/or marine carrier shall also be entitled to submit to the 
Commission, but only within thirty days after the giving of the notice of 
public hearing pursuant to said paragraph (1), a statement of its desire to 
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become a party to such consolidation or merger upon the terms set forth in such 
statement.” 

6. The change proposed under 5 above, as well as the other changes proposed 
hereinabove, require the following three changes in the provisions of sub- 
section (¢) (2): 

Subsection (c) (2), page 9, lines 17 and 18, delete the language on line 17 
beginning with the words, “and thereupon” and all the language on line 18 
and. substitute therefor : 

“Upon the receipt of such statement the Commission shall postpone the public 
hearing provided for in subsection (¢), paragraph (1), until further notice 
and shall within ten days after the submission of each such statement give 
written public notice.’ 

Subsection (c)(2), page 9, line 19, insert the words, ‘‘and shall.send notice” 
between the words “thereof” and “‘in.” 

Subsection (¢) (2), page 10, line 2, insert the words “or statements” between 
“ment” and “shall.” 

7. As presently drafted, subsection (c) (2) requires only that the parties which 
submit the plan and the carriers which desire to participate in the plan be given 
an opportunity to negotiate for a period of 90 days. It is felt that rather than 
merely affording an opportunity to negotiate, the statute should make it clear 
that the parties submitting the plan and those desiring to participate in it should 
actually negotiate in good faith. In addition, it is felt that it is not advisable to 
have a specific deadline of 90 days set forth because in a complex situation of 
the type herein involved it may not be possible to conclude negotiations and 
reach final agreement or disagreement in a period of 90 days. It is, therefore, 
felt that the subsection should be amended to provide that upon application of 
all negotiating parties, the Commission may extend the time within which the 
negotiations must be concluded. Accordingly, it is recommended that subsection 
(c) (2) be further amended as follows: 

Subsection. (c) (2), page 10, lines 2 through 9, delete all the language begin- 
ning with the first word on page 10, line 3, through the end of line 9 and substitute 
the following therefor: “carrier or carriers submitting the same, and the carrier 
or carries submitting the application to the Commission pursuant to paragraph 
(1) of this subsection (c), shall for a period of ninety days after the giving of 
the last notice pursuant to this paragraph (2), or such further period as the 
Commission may allow upon petition of all the negotiating carriers, negotiate 
together in good faith in an attempt to agree upon the terms upon which each 
carrier submitting a statement may become a party to such consolidation or 
merger.” 

8. Subsection (c) (2) as presently drafted seems to require only the submission 
to the Commission of an amended proposal, if one is agreed upon. It is felt 
that it would be more helpful to the Commission if it was to have before it 
either the amended proposal or a statement of the reasons why agreement on 
the amended proposal was not possible. This would not only enable the Com- 
mission to evaluate the situation more accurately, but might also help the 
parties in that, when they try to pinpoint the areas or reasons for disagreement, 
they may find it possible more readily to agree. Accordingly, it is recommended 
that subsection (c) (2) be further amended as follows: 

Subsection (c) (2), page 10, lines 10 through 14, delete all of the language 
presently appearing in such lines and substitute the following therefor: 

“At or before the end of such ninety days or such further time as may be 
allowed by the Commission upon petition of the carriers, there shall be sub- 
mitted to the Commission an amended proposal for consolidation or merger to 
which all or some of the carriers submitting a statement or statements pursuant 
to this paragraph (2) would be a party or parties upon such terms as the carriers 
have agreed upon, and/or a statement of the reasons why it was not possible 
for all or some of the carriers to agree upon an amended proposal. If an amended 
proposal is submitted within the time hereinabove specified, the Commission 
shall pro-’. 

9. The foregoing substantive changes require a further drafting change in 
subsection (c) (2) as follows: 

Subsection (c),(2), page 10, line 18, substitute the words “the time hereinabove 
specified’ for the words “such ninety days.” 

10. As presently drafted, subsection (c)(2).does not make it clear whether 
earriers which wish to participate in the merger and could not reach agree- 
ment may participate fully in the proceeding.. Furthermore, the subsection 
merely requires the Commission to take into consideration the inclusion or fail- 
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ure to include any carrier which sought to participate in the plan. It is felt 
that it should be clear that the carriers which filed a statement have the right 
to participate fully, and that, after the hearing, the Commission may condition 
its approval of the plan for consolidation or merger before it upon the inclusion, 
upon specified terms, of any other carrier or carriers which have indicated a 
desire to become.a party or parties to such consolidation or merger but. which 
could not arrive at an agreement with the other carriers. This again would add 
flexibility to the legislation in that it would enable the Commission to dispose 
of the matter in one proceeding rather than require the Commission to accept a 
proposal before it which may improperly exclude a carrier desiring to partici- 
pate, or, conversely, to reject the proposal entirely. Accordingly, it is recom- 
mended that subsection (c) (2) be further amended as follows: 

“” Subsection (ce) (2), page 10, lines 20 to 24, and page 11, lines 1 and 2, delete all 
the language preséntly appearing in the aforementioned lines and substitute the 
following therefor: 

“(1) of this subsection (c) ; and within the time specified in subsection (c), 
paragraph (1) hereof each of the carriers submitting a statement pursuant to 
this paragraph (2) shall upon submission of a notice of intention to do so have 
the right to intervene in the proceeding and participate fully therein. In reach- 
ing its decision on the proposed application as submitted or on an amended 
proposal, the Commission shall consider the effect upon the public interest of 
the inclusion, or failure to include, any international telegraph or marine car- 
rier which has submitted a statement pursuant to this paragraph (2) on the 
proposed consolidation or merger. The Commission may approve the proposed 
consolidation or merger as submitted, or, in addition to imposing any of the 
conditions authorized by paragraph (1) of subsection (c) hereof, may approve 
it only on condition that one or more of the carriers which filed a statement of 
desire to become a party to the consolidation or merger be included therein upon 
such terms and conditions as the Commission, on the basis of the record made 
at the public hearing, finds to be in the public interest.” 

11. As presently drafted, subsection (d) (1) does not set forth clearly that the 
domestic telegraph operations in which the merged international or marine car- 
rier is permitted to. engage thereunder may be modified in accordance with the 
provisions of paragraph (2) of subsection (d). Accordingly, it is recom- 
mended that subsection (d) (1) be amended as follows: 

Subsection (d) (1), page 11, line 7, insert the words “except as otherwise nro- 
vided in paragraph (2) of subsection (d) hereof,” between the words “that” 
and “nothing.” 

12. As now drafted, there is no clear distinction between gateway cities as 
defined in one part of subsection (d) (1) and points of entry or exit as set forth 
in a later portion of subsection (d)(1). Accordingly, it is recommended that 
the following technical amendment be made: 

Subsection (d) (1), page 12, line 3, insert the word “actual” between the words 
*of” and “entry” and between the words “or” and “exist.” 

13. As now drafted : 

(a) subsection (d)(2) authorizes certain agreements between the merged 
international telegraph and/or marine carrier and any domestic carrier with 
respect to areas of service. However, no similar rights are given to international 
telegraph or marine carriers which are not parties to a merger. It does not 
appear appropriate to permit the negotiation of such agreements until and 
unless there is a complete merger in the international telegraph field and/or the 
marine field. Otherwise, the merged international carrier would have statu- 
tory authority to enter into negotiations looking toward the expansion of its 
area of service while the remaining competing nonmerged international carriers 
would not have similar statutory authority ; 

(b) subsection (d)(2) authorizes the aforementioned negotiations to take 
place between the merged international and/or marine carrier, on the one hand, 
and any domestic carrier, on the other hand. Unless it is made. clear that the 
domestic carrier with which the arrangements are made is the merged domestic 
carrier, arrangements might be made with some small domestic telegraph carrier 
for expanding the service territory of the merged international carrier any- 
where in the United States, Obviously, this would be unfair to Western Union 
whose revenues from the domestic handling of international traffic could .be 
adversely affected thereby. The section should therefore require that the agree- 
ments in question should be made with the domestic carrier whose revenues 
would be thus affected ; and 
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(c) subsection (d)(2) as drafted makes the aforementioned agreement effec- 
tive when approved by the Commission without the requirement for an oppor- 
tunity for public hearing. It appears that interested parties should have an 
opportunity to secure a public hearing to preserve their rights. Since the 
changes which would be made by agreement could have far-reaching service 
effects, such protection appears appropriate. Accordingly, it is recommended 
that subsection (d) (2) be amended in the following respects: 

Subsection (d)(2), page 13, lines 4 through 8, delete all of the language 
appearing on lines 4 through 8 and substitute the following therefor: 

“(2) As part o. any consolidation or merger pursuant to this section, or 
thereafter, any consolidated or merged international telegraph carrier into which 
all international telegraph carriers are or have been consolidated or merged, 
any consolidated or merged marine carrier into which all marine carriers are or 
have been consolidated or merged, or any consolidated or merged carrier into 
which all international telegraph and marine carriers are or have been con- 
solidated or merged may make such agreement or agreements with the con- 
solidated or merged domestic telegraph carrier resulting from a consolidation 
or merger authorized pursuant to section 222(c)(1) of this Act and any other 
domestic telegraph carrier affected thereby as the Commission shall after 
affording all interested parties an opportunity for a public hearing, approve 
as just, reasonable,”’. 

14. As presently drafted, subsection (d)(2) may operate to permit inter- 
national carriers to discontinue service in certain areas without having the 
Commission make the findings usually required by section 214 of the act and 
without the issuance of the certificate in those instances where it is necessary 
under the standards set forth in section 214. Accordingly, it is recommended 
that subsection (d) (2) be further amended as follows: 

Subsection (d) (2), page 13, line 14, insert the words “subject to the issuance 
of a certificate as required by section 214 of this act” between “(ii)” and 
“modifications.” 

15. As presently drafted, there is no provision in subsection (d) (2) for any 
action on the Commission’s own initiative or upon complaint when agreement 
has not been reached for changes in the service areas of international telegraph 
and/or marine carriers. It appears that the commission should be empowered 
on its own initiative or upon complaint and with opportunity for hearing to 
modify the areas of service if it finds that the public interest would be served 
thereby. Accordingly, it is recommended that subsection (d)(2) be further 
amended as follows: 

Subsection (d) (2), page 13, line 21, at the end of the line insert the follow- 
ing: “Provided, however, That the Commission, upon complaint or upon its own 
initiative, may after giving an opportunity for public hearing to all interested 
parties and after finding that the changes are just, reasonable, equitable and 
in the public interest, prescribe additions to, modifications of, or limitations 
upon the domestic telegraph operations in which any international telegraph 
carrier or any marine carrier, whether merged or not, may thereafter engage.” 

16. Subsection (d) (3) as presently drafted would permit agreements between 
the merged international telegraph and/or marine carrier and any domestic 
carrier for the establishment of through rates, the distribution of traffic and the 
division of charges. Thus, if there were to be a partial merger, such merged 
carrier would, under the paragraph as presently drafted, have the right to enter 
into agreements subject to Commission approval regarding the matters listed 
above whereas the remaining competing unmerged carriers would not have any 
such right. Also the entry into such agreements would, despite the language 
in the following paragraph (4), be in derogation of the requirements of subsection 
(e) of section 222. It is felt, therefore, that the right to enter into such agree- 
ments should be restricted to the time when there is only one international 
telegraph carrier, one marine or one combined international telegraph and 
marine carrier, and that the Commission should be required to give all interested 
parties an opportunity for a public hearing. Accordingly, it is recommended that 
subsection (d) (8) be amended as follows: 

Subsection (d) (3), page 13, line 22, through page 14, line 2, delete the lan- 
guage presently appearing on these lines and substitute the following therefor: 

“(3) As a part of any consolidation or merger pursuant to this section, or 
thereafter, any consolidated or merged international telegraph carrier into 
which all international telegraph carriers into which all international telegraph 
carriers are or have been consolidated or merged, any consolidated or merged 
marine carrier into which all marine carriers are or have been consolidated or 
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merged, or any consolidated or merged carrier into which all intenational tele- 
graph and marine carriers are or have been consolidated or merged, and any 
domestic telegraph carrier may make such agreement, or agreements, as the 
Commission shall, after affording all interested parties an opportunity for 
public hearing, approve as being just, reason-’’. 

17. It is not clear whether as now drafted subsection (d) (3) would permit 
the Commission to act on agreements for through routes or practices and reg- 
ulations regarding the distribution of traffic and the division of charges therefor 
except where there was no agreement between the carriers. It appears that 
as the regulatory agency in the field, particularly where there is a legal monopoly, 
the Commission should clearly be empowered to initiate action to determine 
whether it should prescribe through routes and practices with respect to the 
handling of traffic as well as the division of tolls. Accordingly, it is recommended 
that subsection (d) (3) be further amended as follows: 

Subsection (d) (3), page 14, line 10, delete the words “in the absence of such 
agreement, or agreements, and’’. 

18. As presently drafted subsection (d) affects the provisions of section 222(e) 
of the act despite the disclaimer in subsection (d) (4). The language should be 
changed to make it clear that the provisions of section 222(e) remain in effect and 
are unchanged by any provisions in subsection (d) of section 223 so long as there 
is more than one carrier providing international telegraph service or marine 
service. Subsection 222(e) was designed to prevent the merged domestic tele- 
graph carrier from discriminating against one of two or more competing carriers. 
When there is no competition there is no need for provisions against such dis- 
crimination. Otherwise, the provisions of subsection (e) are necessary, not 
only to protect competing U.S. carriers, but also insofar as they apply to Canadian 
carriers which are then given certain protection therein. Accordingly, it is 
recommended that subsection (d) (4) be amended as follows: 

Subsection (d) (4), page 14, line 18 through 20, delete the entire paragraph 
(4) and substitute the following therefor : 

“(4) At any time when there is more than one carrier engaged in international 
telegraph operations, or more than one carrier engaged in marine operations, the 
provisions of subsection (e) of section 222 of this Act shall remain fully in 
effect with respect to such international telegraph carriers or such marine 
carriers, aS the case may be, and at such times nothing in this subsection (d) 
shall be construed to amend, repeal, impair, or affect the provisions of subsec- 
tion (e) of section 222 of this Act.” 

19. As now drafted the labor provisions of the bill apply only to persons in 
the United States. It seems that they should also apply to U.S. citizens at 
company stations abroad who otherwise would appear to lack protection of 
both this bill and the laws of the country where they are stationed. Accord- 
ingly, it is recommended that subsection (f) (11) be amended as follows: 

Subsection (f) (11), page 22, line 23, insert the words “not a citizen of the 
United States” between the words “‘employee” and “of.” 

20. As now drafted, there is no specific provision in the bill to require the 
merged or consolidated carrier to secure permission from the Commission 
before discontinuing any direct circuit by cable or radio between any place in 
the United States and any foreign or overseas point. It is felt, particularly 
in view of both potential defense and civilian needs, the merged or consolidated 
carrier should not be permitted to discontinue any such circuit until an appro- 
priate certificate has been granted by the Commission on application and after 
notice to the Secretaries of State, Defense, and Commerce. Accordingly, it is 
recommended that a new subsection (g) be added to the bill to read as follows: 

“(g)(1) In the case of any consolidation or merger pursuant to this section, 
the consolidated or merged carrier shall not then or thereafter discontinue any 
radio or cable circuit operated by such consolidated or merged carrier or by any 
earrier which is or had been a party to such consolidation or merger between 
the continental United States and any foreign or overseas point unless and 
until there shall have been obtained from the Commission a certificate that 
neither the present nor future public convenience and necessity will be adversely 
affected thereby, except that the Commission may, upon appropriate request 
being made, authorize temporary or emergency discontinuance of any such 
circuit without regard for the provisions of this subsection (g). 

(2) Upon receipt of an application for any such certificate, the Commission 
shall cause notice thereof to be given to, and shall cause a copy of such applica- 
tion to be filed with the Secretary of State, the Secretary of Defense, the Secre- 
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tary of Commerce, and such other, persons as the Commission may deem .advis- 
able, with the right to. those notified. to. be heard in a formal proceeding if so 
requested within twenty days after the aforementioned notice is sent. In addi- 
tion the Commission may require such published, notice as it shall determine. 

“(3) The Commission shall hold formal proceedings on such application if 
requested in accordance with paragraph, (2) of this subsection or if the Com- 
mission otherwise deems such proceedings necessary; otherwise the Comumis- 
sion may act upon the application filed, the comments and other pleadings filed 
with it,,and the relevant data in its files. Before acting on any application for 
discontinuance filed pursuant to this subsection (g) the Commission in addition 
to' considering:any of the above listed. items. shall also give due. ;consideration 
among other things to both the national, defense and civilian requirements for 
the maintenance of one or more direct cable and/or radio circuits between the 
continental United States and the foreign or. overseas points being served directly 
or indirectly by the circuit which is the subject of, the application. The Com- 
mission shall, after taking the steps hereinabove authorized or required, have 
power to issue such certificate as applied for, or to refuse to issue it, or to issue 
it for a portion or portions of the circuit described in the application, or for 
the partial exercise only of such right or privilege, and may, attach to, the issu- 
ance of the certificate such terms and conditions as in its judgment the. public 
eonvenience and necessity may require. 

“After the issuance of such certificate, and not before, the consolidated or 
merged carrier may, without securing approval other than such certificate, com- 
ply with the terms and conditions contained in or attached, to the issuance of 
such certificate and proceed with the discontinuance covered thereby., Any dis- 
continuance contrary to the provisions of this subsection (g), may be enjoined 
by any court of: competent jurisdiction, at the suit of the United, States, the 
Commission, or any party in. interest.” 


(The comments of the Department of the Air Force are as follows:) 


DEPARTMENT OF THE ‘AIR FORCE, 
Washington, D.C.; Mareh: 19, 1959. 


MERGER )OF ‘INTERNATIONAL TELEGRAPH CARRIERS 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D.C. 


DEAR Mr. CHAIRMAN: Reference is made to your request to the Secretary 
of Defense for the views of the Department of Defense with respect:to a com- 
mittee print of a bill to amend the Communications Act of 1934, as amended, to 
permit consolidations or mergers of international telegraph and marine carriers, 
and for other purposes. The Secretary of Defense has delegated to the De- 
partment of the Air Force the responsibility for expressing the views of the 
Department of Defense thereon. 

The purpose of the bill is stated in the title. Proposed subsection 223(c) (1) 
provides that whenever any consolidation or merger is proposed, the Commission 
(FCC) shall order a public hearing and the Secretary of Defense will be given 
an opportunity to concur or intervene. 

Subject committee print is identical to 8.4231 which was introduced in the 
85th Congress. 

The Department of the Air Force, on behalf of the Department of Defense, sup- 
ports the above-mentioned bill as amended by the FCC recommendations. 

Taking into account its knowledge of the immediate state of the art and con- 
sidering recent developments which give early promise of success, the Department 
of Defense believes that the competing U.S. international communications com- 
panies have been unable to engage in aggressive research and development and 
system medernization. It is believed a merger could create conditions favorable to 
healthy research and development and modernization which are necessary to meet 
growing military and public requirements. 

The enactment of this legislation will cause no apparent increase in the 
budgetary requirements for the Department of Defense. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribd by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 


Sincerely yours, 


LYLE S. GARLOCK, 
Assistant Secretary of the Air Force. 
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(The statement issued by Senator Warren G. Magnuson is as 
follows :) 


STATEMENT ON Bit To AMEND THE COMMUNICATIONS AcT oF 1934 To PERMIT 
THE MERGER OF AMERICAN COMPANIES PROVIDING CABLE. AND RADIO TELEGRAPH 
SERVICES IN THE FIELD OF INTERNATIONAL COMMUNICATIONS 


I am today introducing, by request, a bill which will amend the Communications 
Act of 1934, as amended, so as to permit the merger of American companies 
providing cable and radio telegraph services in the field of international com- 
munications only. 

Many hours of conferences have taken place in formulating this bill,’ I still 
consider it, however, a working draft and am introducing it at this late date in 
the session in order to give all parties at interest an opportunity to study it 
between now and the time we reconvene in January. 

I am particularly interested that the Department of Justice has these coming 
4 or 5 months in which to formulate views and advice to the committee on this 
important subject. Naturally the Federal Communications Commission and other 
interested departments of Government will do likewise. 

I think, too, the world situation dictates that we take a new look at U.S. 
operations in the international communications field. 

Mergers have been authorized in the domestic telegraph field and in the 
domestic and international telephone fields but prohibited in the international 
telegraph field. 

The recent. technological changes and developments in the telecommunica- 
tions field’ both domestically and internationally have had profound effect on 
competitive nature of the various companies engaged’in the international tele 
graph business, It becomes increasingly apparent that changing world condi- 
tions necessitate a fresh look at the ‘status of the American telegraph car- 
riers and their ability to compete in the international field. It is with this 
thought in mind that I introduce this bill. 

Generally speaking, this legislation is permissive in nature and will merely 
permit the international telegraph carriers to file application requesting con- 
solidation and ‘that such proposal would have to receive the approval of the 
FCC as did the merger of the domestic telegraph companies under an amend- 
ment to the Communications Act in 1948. 

Generally, this bill will ‘add section 223 to the Communications Act. 

Section (a) merely defines the terms used in the amendment.’ Although they 
have generally understood connotations, without further specification might 
lead to varying interpretations and to a misunderstanding of the bill. 

Section (b) is the enabling part of the bill and, in brief, proposes to permit, 
subject to the approval of the Federal Communications Commission, consolida- 
tions or mergers between carriers engaged in the international and marine tele- 
graph fields of operation. 

The bill will not permit any domestic telegraph carrier to own or control, or 
be under the common ownership of a consolidated international telegraph car- 
rier. In addition, to avoid any misunderstanding, maintains the principle of 
separation between the domestic and international telegraph fields established 
by the Congress in 1943 through enactment of section 222 of the act. 

Section (c) is the qualifying section of the bill. 

Paragraph (1) outlines the procedures and standards which an application 
for consolidation must follow and the criteria that are to be used by the FCC. 
This section enunciates the “public interest” criterion as the basis for Com- 
mission approval. The Commission is required to hold a public hearing and 
notify the Secretary of State, Defense, Attorney General of the United States, 
representatives of the employees and other interested parties and afford them 
an opportunity to be heard. 

Paragraph (2) provides a procedure whereby a carrier which is not a party 
to a proposed consolidation, for which authorization has been requested, can 
negotiate with the other parties for inclusion in such consolidation. If such 
negotiation does not result in an amended proposal, the carrier not included is 
permitted to intervene in the proceeding and the FCC must consider the effect 
upon the public interest of the inclusion or failure to include, such carrier in 
the proposed consolidation. 

Section (d) refers to the relationship between a consolidated international 
télegraph carrier and a domestic telegraph carrier: 
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Paragraph (1) outlines the limits within which a consolidated international 
carrier may engage in operations defined as domestic generally in accordance 
with existing practices and operations. 

Paragraph (2) permits modification of the existing practices and operations 
by agreement between a consolidated international telegraph carrier and a 
domestic telegraph carrier provided the FCC approves. 

Paragraph (3) permits the making of agreements governing the interchang- 
ing of international record communications and provides that if there is no 
such agreement between the international telegraph carrier and the domestic 
telegraph carrier, the Commission, after hearing, may prescribe the conditions 
governing such interchange. 

Paragraph (4) retains in effect the provisions of subsection (e) of section 
222 of the Communications Act which relates to the distribution by the merged 
domestic telegraph carrier of international telegraph traffic transmitted from 
the United States. 

Section (e) directs the FCC to find, before approving any consolidation, that 
not more than one-fifth of the capital stock of the consolidated carrier will be 
alien-owned, controlled or voted, directly or indirectly. 

Section (f) is designed to provide safeguards for the employment situation 
of employees of the consolidating carriers. 

Paragraph (1) assures an employee of continued employment without re- 
duction in pay for 4 years if such employee has been employed by a consolidating 
carrier for the 2 years prior to approval of the consolidation. 

Paragraph (2) establishes a formula for severance pay for an employee with 
a term of service less than 2 years. 

Paragraph (3) gives to an employee discharged as a result of consolidation 
a preferential hiring status for 4 years following approval of the consolida- 
tion. 

Paragraph (4) provides that the consolidated carrier shall pay the costs 
of moving and traveling in the event consolidation results in the transfer of 
an employee to a different community. 

Paragraph (5) retains for the employee the same pension, health, disability 
or death insurance benefits applicable to such employee at the time of approval 
of the consolidation, except that such benefits may be modified through collective 
bargaining agreements for service after the date of consolidation. 

Paragraph (6) assures to an employee who is on military leave at the time 
of consolidation the same benefits to which he would have been entitled had 
there been no consolidation, including the right to employment. 

Paragraph (7) protects the employee against a reduction in compensation, sus- 
pension, discharge, or furlough for 4 years after approval of the consolidation, 
with certain exceptions, or in contemplation of such consolidation. 

Paragraph (8) permits suspension or discharge of an employee for just 
cause, subject to such rights as have been provided by the effective collective 
bargaining agreement. 

Paragraph (9) continues in effect the employee’s rights under the applicable 
collective bargaining agreement until such agreement has been terminated, exe- 
cuted or superseded. 

Paragraph (10) makes available to the employee the remedies provided by 
the Labor Management Relations Act, 1947, as amended, and the processes of 
the National Labor Relations Board and courts of the United States. 

Paragraph (11) limits the applicability of the section to employees in the 
United States. 

Paragraph (12) limits the protection provided by the section to a period 
equal to the employee’s period of employment prior to approval of the con- 
solidation, and also provides that the protection afforded shall not continue 
beyond age 65 or the age at which such employee must retire or may be retired 
without his consent. 


GENERAL SERVICES ADMINISTRATION 
Washington, D.C. March 19, 1959. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 
Dear Mk. CHAIRMAN: Your letter of August 7 requested comments of General 
Services Administration on S. 4231, 85th Congress, 2d session, a bill to amend 
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the Communications Act of 1934, as amended, to permit consolidations or 
mergers of international telegraph and marine carriers, and for other purposes. 
While the bill expired with the recent session of Congress, these comments are 
submitted, as it is understood that identical legislation will be reintroduced in 
the forthcoming session. 

The interest of GSA in such legislation arises from its duties with respect to. 
the purchase of communications services or possible representation of the Gov- 
ernment’s consumer interest in any regulatory proceedings under section 201(a) 
of the Federal Property and Administrative Services Act (63 Stat. 381; 40. 
U.S.C. 481). 

The Communications Act of 1934, as amended (50 Stat. 189; 57 Stat. 5), con- 
tains section 222 which permits consolidations and mergers of domestic tele- 
graph carriers under certain stated conditions and restrictions. The bill 
proposes to add a somewhat similar new section 223 which would permit con- 
solidations and mergers of international telegraph and marine carriers, also 
under stated conditions and subject to appropriate proceedings before the Fed- 
eral Communications Commission. 

According to published data for the calendar year 1957, all revenues of inter- 
national telegraph carriers from the Government amounted to $2,482,327. Cur- 
rent rates approved by FCC are uniform among the companies and no detrimental 
effect from consolidations or mergers can be foreseen at this time. It is also of 
interest that the proposed enactment is one of authorization and final approval 
of any specific merger plan would be reviewed by the FCC. The Government’s 
consumer interest in such a matter would therefore appear to be adequately 
protected, due to its ability to participate in such proceedings in the event harm- 
ful effects appeared possible in any specific proposed plan submitted. 

Under these circumstances, GSA offers no objection to the proposed legislation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
FRANKLIN FLOETE, Administrator. 


U.S. DEPARTMENT OF JUSTICE, 
OFFICE OF THE DepuTY ATTORNEY GENERAL, 
Washington, D.C., March 20, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 4231, 85th Cong.) to amend the 
Communications Act of 1934, as amended, to permit consolidations or mergers 
of international telegraph and marine carriers, and for other purposes. 

The bill would authorize a merger of all international telegraph or marine 
carriers into one company and would also permit the international telegraph 
properties of the sole domestic telegraph carrier, Western Union Telegraph Co., 
to become merged with such a combination. The merger would be subject to 
approval by the Federal Communications Commission. Present statutes pro- 
hibit a merger of the international telegraph carriers and of the international 
carriers with the international telegraph properties of Western Union. 

There are three units which participate in a major way in the international 
telegraph business. These are: Western Union Cable Co., a subsidiary of West- 
ern Union Telegraph Co.; American Cable & Radio Corp., which is 58 percent 
owned by the International Telephone & Telegraph Co.; and RCA Communica- 
tions, Inc., a subsidiary of RCA. The American Cable & Radio Corp. partici- 
pates in this field through the three following-named operating subsidiaries: 
All American Cables & Radio, Inc., the Commercial Cable Co., and the Mackay 
Radio & Telegraph Co., Inc., commonly known as the A.C. & R. group. Together, 
the above-mentioned big three handle over 90 percent of the total international 
telegraph business between the United States and foreign countries. While. 
the separate shares of the total traffic vary slightly from time to time, each of 
the three carriers handles roughly 30 percent of the total. The remainder of 
the business is divided among firms which are either specialized carriers, or 
which do business in limited areas. 

From the information available to us it would appear that all three of the 
major international telegraph carriers are presently in sound financial condi- 
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tion. ‘In'a decision of the Federal Communications Commission rendered in 
1958 after an extensive rate hearing, that body determined that in addition to the 
ability of RCAC andl A.C. & R., the two carriers which have completed most 
directly, to improve their relative position, “the industry as a whole has shown 
an ability to increase the volume of traffic handled, the revenues derived there- 
from, ‘and the net profit realized.” Further the Commission noted that “In 
addition, without raising outside capital to any signficant extent, it has expanded 
and modernized its plant and introduced or expanded: the number and type of 
services provided.” 

Those favoring the proposal suggest that the international telegraph business 
is a’ “natural monopoly” and cite the fact that a merger of the domestic tele- 
graph lines of Western Union and Postal Telegraph was permitted in 1943. 
When Congress authorized the domestic merger Postal Telegraph was in severe 
financial difficulties. The legislation permitting the domestic merger was 
grounded upon the necessity of relieving Postal Telegraph’s great financial 
difficulties rather than upon any application of a theory of natural monopoly 
in the telegraph field. No such financial situation is presented in the inter- 
national field at this time. It is significant that the Federal Communications 
Commission recently (1958) noted in a proceeding involving the international 
telegraph carriers that at least in the radio field large investments in plant are 
not required, and that in this respect the carriers differ from so-called natural 
or economic monopolies. 

It is claimed that a merger is necessary because of increased competition from 
other forms of service such as airmail service through the anticipated use of 
jet airplanes. The subject of airmail competition was reviewed by the Presi- 
dent’s Communications Policy Board in 1951, and more recently (1958) by the 
Federal Communications Commission. Neither the Board nor the Commission 
found that there was any serious danger in the near future of encroachment 
by the airmail service on the cable and radio business. 

It is also claimed that a merger would enable the carriers affected to dispense 
with wasteful duplicate facilities. Our basic economic philosophy presupposes 
that competition promotes progress and better service to the public. So long as 
the companies are able to earn an adequate return upon their properties, the 
public should receive the benefit of the various available communications media 
and of competition within the international telegraph field. 

The proponents of the bill contend that the American companies must channel 
their business into the hands of foreign monopolies operating in foreign countries. 
It is said that the foreign monopolies have a tendency to “play off” one American 
company. against another in making arrangements for the furnishing of com- 
munications services. This is the same argument which has been advanced by 
many American corporations that do business in foreign countries in competition 
with foreign cartels. Yet the argument has been rejected by the Supreme Court 
as a legal.defense to Sherman Act violations. Moreover, no factual data cor- 
roborating these allegations is provided. 

In a recent rate hearing before the Federal Communications Commission, 
it was asserted by the international telegraph carriers that the carriers were 
subjected, among other things, to dangers of nationalizaion or expropriation in 
foreign lands, of losing money through the devaluation of currency, and of fac- 
ing competition from subsidized foreign-owned entities. After an extensive hear- 
ing the Commission found that the record did not support a finding that the 
risks facing the carriers are much greater than those facing U.S. business gen- 
erally, and that on the basis of the changes in profits over the period of 1950- 
57, the opposite finding would seem to be required. In fact, the Commission 
stated that: ‘While the allegations of the witnesses sound plausible in theory, 
we cannot find that they are substantiated in fact.” 

It has been announced recently that the British Commonwealth intends within 
the next 10 years to construct a new broad-band coaxial cable sysem at a cost 
of $250 million. This system would link the Commonwealth nations but would 
not -eennect -with-the United States. The proponents of the merger legislation 
assert that no single American company is strong enough to bear the expense 
of modernization of its properties to the degree necessary to meet the competition 
of such a coaxial cable system. Should it become apparent within the next 10 
years that the proposed British coaxial cable system poses a problem, the mat- 
ter could be reexamined from the standpoint of determining whether govern- 
mental assistance should be given to the American companies for the construction 
of a modern cable system or whether other rememdies should be pursued. In any 
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event it Should not be assumed in advance, without evidence, that the American 
éompanies will be unable to compete with a British Commonwealth cable system 
even prior to the construction of its new facilities. This is particularly true 
since the British system) will not connect with the United States and would 
have no direct line for handling business destined for the United States. 

An argument is also made that the American international telegraph com- 
panies are unable singly to compete with the telephone coaxial cable laid in 
1956 by A.T. & T. This cable services England, Hawaii and Alaska. Some cir- 
cuits of A:T. & T.’s Atlantic telephone cable are now being used by the Defense 
Department in the transmission of record communications for defense purposes. 
The contention is also made that the capacity of A.T. & T.’s coaxial cable is a 
threat to the telegraph carriers in their own field of record communications in 
the furnishing of direct customer teletypewriter service. A. T. & T.’s telephone 
coaxial cable is, however, less threatening to the telegraph carriers than it might 
seem. Until the present, A.T. & T. has been forbidden to utilize this coaxial 
cable for record as distinguished from voice purposes, other than by the leasing 
of channels to the Air Force. Since the laying of this high capacity telephone 
cable, RCAC has, according to the Federal Communications Commission, en- 
joyed a great relative expansion of revenues and earnings and has been able to 
finance a tremendous expansion in plant. Each of the three major telegraph 
carriers has expanded its direct customer service considerably despite the 
A.T. & T. coaxial telephone cable. 

The proponents of the bill urge that in view of the precarious international 
political situation a merger should be permitted in order to strengthen the 
position of the American carriers. In 1951, while the Korean conflict was in 
progress, the President’s Communications Policy Board was created to analyze 
the communications industry. After considerable study, the Board issued a re- 
port in which it recommended against a merger of the international telegraph 
companies. The report, issued at a time of political stress, pointed out 
specifically that the country should not be dependent upon one merged inter- 
national telegraph carrier. 

In view of the fact that the American economic system is based upon com- 
petition in all industries unless specific congressional exemption is granted, the 
showing to be made for such an exemption must be a strong one. We do not 
believe that the reasons advanced in favor of a merger on the facts as now 
known to this Department are, when considered in their entirety, sufficient to 
warrant an overriding of that national policy. Considering the present sound 
financial position of the three major carriers, we do not believe that the pro- 
ponents of the bill have established the contention that they cannot continue 
to meet competition. Major legislative of importance to the Nation cannot be 
justified on such an inconclusive basis merely because the Commission has 
power to decline to approve such a merger. The power to create such an ex- 
ception to the national policy should not be created without a more substantial 
showing that the national interest requires it. Accordingly, the. Department 
of Justice is opposed to the enactment of the bill. 

The Bureau, of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
LAWRENCE E. WALSH, 
Deputy Attorney General. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF CIVIL AND DEFENSE MOBILIZATION, 
Washington, D.C. March 20, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: This is'in reply to your request for a report.on S. 4231, 
85th Congress. 

Under present law, upon application of the Federal Communications Commis- 
sion of one or more domestic or international telephone companies or domestic 
telegraph companies, a consolidation or merger may be authorized in the public 
interest. The antitrust laws do not apply to such combinations. 

The proposed bill would authorize similar consolidations or mergers of com- 
mon carriers engaged in foreign telegraph communication. We understand 
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that should consolidations or mergers be authorized, and a merger or consoli- 
dation actually effected, the current thinking of the major common carriers in 
the international telegraph business envisages the possibility of a program in- 
volving the laying of approximately five submarine cables to handle, by the 
merged company, telegraph traffic from the United States to terminals located 
in Europe, South America, and the Far East. This program, together with the 
U.S. telephone cables already laid and scheduled, would be important to na- 
tional defense. Without such a program, supported to a limited degree by 
existing radio circuits and slow speed cables, our dominant place in international 
communications will be lost to Great Britain which has a far-reaching program 
of ocean cables on the drawing board and partly approved by Parliament. 

The telegraph companies claim that they cannot finance such a program on an 
individual company basis. If that is so, it appears to be important from the 
defense viewpoint to permit consolidations or mergers. 

Since the proposed legislation would not automatically authorize any consoli- 
dation or merger but would delegate to the Federal Communications Commission 
the power to approve consolidations or mergers, only those combinations in the 
public interest would be allowed. National defense factors would, of course, 
be considered by the Commission in its assessment of the public interest. 

The Office of Civil and Defense Mobilization supports enactments of S. 4231 as 
being in the national interest. 

The Bureau of the Budget advises it has no objection to the submission of 
this report. 

Sincerely. 
Leo A. HoEGH. 

Senator Monroney. Our first witness this morning is the Chair- 
man of the Federal Communications Commission, Hon. John C. 
Doerfer. 

I am happy to have you here and you may have privilege to identify 
the gentlemen at the table who will testify with you. 


STATEMENT OF HON. JOHN C. DOERFER, CHAIRMAN, FEDERAL 
_ COMMUNICATIONS COMMISSION; ACCOMPANIED BY COMMIS- 
SIONER ROSEL H. HYDE; COMMISSIONER T. A. M. CRAVEN; 
COMMISSIONER JOHN S. CROSS; MARION WOODWARD, CHIEF, 
INTERNATIONAL DIVISION; JOHN NORDBERG, CHIEF, COMMON 
CARRIER BUREAU; ASHER ENDE, CHIEF, INTERNATIONAL 
RATES BRANCH; AND FRANK McGANN, COMMUNICATIONS RATE 
ACCOUNTANT 


Mr. Dorrrer. I would like to present my fellow Commissioners who 
are able to be here—Commissioner Hyde, Commissioner Cross, and 
Commissioner Craven. Commissioner Ford will be here in just a 
little while, and Commissioners Lee and Bartley are out on other 
Commission business. 

This is part of the taff. At the left is Mr. Woodward, Chief of the 
International Division, and Mr. John Nordberg, Chief of the Common 
Carrier Bureau, and Mr. Smoot of the General Counsel’s office. Then 
to the right is Asher Ende, Chief of International Rates and Services, 
and Frank McGann, one of our accountants. 

Senator Monronry. You may proceed, Mr. Doerfer. 

Mr. Dorrrer. The Commission, Mr. Chairman, appreciates the op- 
portunity to appear here in support of legislation looking toward the 
authorization of permissive merger of two or omre international tele- 
graph and/or marine carriers. 

The question of whether legislation should be enacted to provide 
for the permissive merger of international telegraph carriers is not 
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anew one. At various times in the past 30 years the Congress has 
considered several bills looking toward this end. The Commission 
similarly has considered this matter numerous times. Thus, as early 
as January 1935, the Commission recommended the enactment of 
legislation which would authorize such a merger. (See H. Doc. 83, 
74th Cong., 1st sess., Jan. 21,1935.) It reiterated such recommenda- 
tion in May 1942 (see Hearings on S. 2445 Before a Subcommittee of 
the Senate Committee on Interstate Commerce, 77th Cong., 2d sess., 
April 1942, pp. 250 et seq.) and in March 1945 (see Hearings on S. 
Res. 87 Before a Subcommittee of the Senate Committee on Inter- 
state Commerce, 79th Cong., 1st sess., March 1945, pp. 117 et seq.). 
More recently, in April 1950 the Commission advised both the then 
chairman of the Senate Committee on Interstate and Foreign Com- 
merce and the President’s Communications Policy Board that “at 
least at the present time, there are no compelling arguments in favor 
of merger, and that there are compelling arguments against merger.” 
From that time until the present committee print was referred to it, 
the Commission did not have occasion to take a formal position on 
the question of permissive merger legislation in the international 
telegraph and/or marine fields. 

In the course of the past 25 years, the Commission, in connection 
with its consideration of merger proposals as well as in the course 
of its regulatory activities, has amassed a very considerable volume 
of material with respect to the composition, physical facilities, em- 
ployees, operations, routings, services, traffic volumes, revenues, ex- 
penses, and earnings of the carriers. I have available several attach- 
ments to this statement and tables to accompany it which set forth 
this information in considerable detail and should like to present 
them to the committee at the conclusion of my statement. We shall, 
of course, be happy to answer any questions which any of you may 
have with respect to the data set forth in these attachments and 
tables and will also endeavor to supply any other information which 
the committee may desire. 

In addition to the basic data I have just referred to, the Commis- 
sion staff has from time to time prepared studies on the question of 
relative benefits and problems of, competitive operations as against 
merger wherein all of the underlying data have been reviewed in the 
light of current and foreseeable developments. 

Finally, the Commission has also received and considered com- 
ments on the proposed bill from certain of the carriers subject to its 
jurisdiction and extensive memorandums and arguments from an as- 
sociation which represents the employees of certain international 
telegraph carriers. 

The Commission considered all of the foregoing very carefully be- 
fore determining its current position with respect to merger. As the 
body charged by the Congress in section 1 of the Communications Act 
with the obligation to regulate— 
interstate and foreign commerce in communication by wire and radio so as to 
make available, so far as possible, to all the people of the United States a rapid, 
efficient, nationwide, and worldwide wire and radio communication service with 
adequate facilities at reasonable charges. * * * 
the Commission feels it would be remiss in its obligations if it were to 
base its conclusions solely or even primarily on past experiences and 
present earnings. 
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In the present fast-changing world situation the Commission is of 
the: opinion that it must look ahead and attempt, ‘on the basis of its 
experience and expertise in the field, to:assess the recent. developments 
and evaluate the probable effects of such developments on the future 
of the international telegraph carriers. 

I shall, therefore, outline first the past history and present position 
of the carriers and then explain why the Commission feels that such 
position .is ‘threatened by: developments which have already) taken 
place and by others which are in the offing. 

The Commission’s studies indicate to it that at present: the industry 
Js operating effectively and efliciently; that on the average, over the 
past decade, its earnings experience and service provided compare 
favorably with that of: communications monopolies subject to the 
Commission’s jurisdiction: While the industry went through a period 
of adjustment after the end of World War II when reductions in 
traffic at the then existing low rates necessitated four separate rate 
increases, the Commission has‘since 1950 found it necessary to grant 
only. one rate increase with respect to outbound international. tele: 
graph traffic. All of the foregoing considerations would tend to sup: 
port the conclusion reached in 1950 that if present) conditions and 
circumstances could be expected to continue for the foreseeable future, 
there) would be no compelling reasons for legislation which would 
permit the merger of international telegraph carriers. | But there are 
certain major events which haye taken place in recent years which 
have convinced the Commission that the relatively favorable position 
of the presently competitive international telegraph industry cannot 
continue much longer. Accordingly, the Commission believes that 
the conclusions it reached in 1950 are no longer valid. The develop: 
ments which the Commission found persuasive in reaching its present 
position can be summarized as follows: 

(1) The' vulnerability of earnings because of the growing impor- 
tance of nonmessage telegraph services, eSpecially' leased | circuit 
services: 

(2) The fact that such service require costly equipment and greatly 
expanded facilities; 

(3). The growing reluctance of the major foreign countries to under- 
take the:expense necessary to provide and operate duplicating channels 
for nonmessage telegraph services, especially leased circuit and inter- 
national'teletypewriter exchange: services, with competing U.S. 
Carriers} | 

(4) The need to: develop expensive: new radio-transmission tech- 
niques and ‘associated equipment: for the most efficient utilization of 
the radio spectrum allocated to international fixed public services to 
enable them to expand ‘existing services and to provide various new 
services ;.\0" ) (10 1 

(5): The development and installation of high capacity transoceanic 
telephone cables capable of being subdivided. to provide a very: large 
number of telegraph,channels per voice channel; and 

(6): The constantly increasing speed. of transoceanic airmail serv- 
ice particularly with the introduction of' international jet service, 
which brings ever closer the realization of overnight airmail service 
between New York and other international airports on the one hand 
and major cities in Hurope on the other hand. | 
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I should like to discuss the aforementioned problems and. indicate 
why, in the opinion of the Commission, they: endanger. the relatively 
favorable ‘position which the international carriers) now: enjoy. 

Table L in appendix B shows in detail the phenomenal growth of 
nonmessage services, particularly the two direct customer-to-customer 
services; that is, international teletypewriter exchange service, com- 
monly called ‘Telex, and leased-channel or private-line service. Thus, 
the volume of message service increased only 17.4 percent between 1950 
and 1958 and the revenues from such service, even after giving full 
annual effect to the rate changes authorized in August 1958, increased 
39.8 percent, while in the same period Telex and leased-channel reve- 
nues increased some 727 percent or more than eightfold. The present 
importance of these services can best be appreciated from the following 
facts. 

Between 1950 and 1958 total expenses of the carriers increased over 
50 percent and in 1958 actually exceeded message revenues by more 
than $5 million. Thus, the nonmessage revenues provided the margin 
of profit for the carriers. (Leased-channel revenues alone amounted 
to almost $8 million in 1958.) Such revenues can be relatively un- 
stable and may be subject to drastic cutbacks in time of recession. In 
addition, a large proportion of the leased-channel revenues comes from 
U.S. Government customers, particlarly the Defense Establishment. 
Such Government leases are subject to cancellation on 30 days’ notice. 
Changes in the international situation, or in congressional appropria- 
tions, can drastically reduce the requirements for such leased facilities 
and the revenues resulting from such services. 

Similarly, if the defense agencies were to supply their own facilities 
the revenue of the carriers could be diminished drastically.' There is 
also pressure for the authorization of integrated voice and record 
services which, in many instances, the telegraph carriers cannot now 
supply. A grant of such authorization to a nontelegraph carrier 
naturally deprives the telegraph carrier of the revenues it had been 
realizing from the furnishing of the telegraph ‘portion of the inte- 

ated service. I shall refer to this matter again when I discuss the 
effect of the high‘ capacity transoceanic telephone cables. 

» However, even aside from this, it is clear that the prosperity of the 
earriers rests ‘on an unstable and uncertain foundation. Data_on ‘file 
with the Commission for RCAC indicates that in..1958, 25. percent 
of RCAC revenues came from Telex and leased-channel services. In 
resporise to a’ request from the Commission, RCAC has furnished ‘its 
estimate of its 1959 revenues wherein RCAC indicates that: while it 
expects an ‘increase of only 2.5 percent ‘in’ message: revenues, due 
q marily to the annual effect of the rate increase authorized effective 
August 1, 1958, it anticipates an increase of 27 percent in its Telex 
Tevenue and 32 percent in its leased-channel: revenues.» Thus,|\the 
dependence of this catrier on these customer-to-customer services for 
its margin of profit grows even greater. (ort ; 

While it was true for a long time that in the radio field, ‘it was 
possible to enter and: provide service with a relatively small: invest- 
ment, the situation has now changed. In addition; to the effect .of 
inflation and rising costs’ generally, the international radiotelegraph 
carriers have been required to develop new and much more expensive 
equipment to supply the demands for ‘customer-to-customer: service. 
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Since the customer deals directly with another customer, circuits must 
be kept solid, equipment which detects errors caused by electrical 
interference and corrects them automatically must be provided, and 
automatic switching systems must be installed to provide service 
consistent with modern standards. 

Thus, while a decade ago the cost of installing a transmitting and 
receiving system was in the tens of thousands of dollars range, it is 
now in the hundreds of thousands of dollars range. In addition, 
several hundred thousand dollars more must be added to cover the 
cost of providing the switching equipment now required. The effect 
of these costs upon the carriers can be seen from the fact that RCAC 
expects to increase its plant investment by 20 percent in 1959 alone, 
primarily to enable it to handle its expected increased customer-to- 
customer traffic. Certain other competing carriers have difficulty in 
making such relatively high expenditures and suffer a further de- 
— in their relative position because of an inability to compete 

ully. 

The relatively higher cost of providing equipment for customer-to- 
customer services has had another adverse effect. In most foreign 
countries outside the Western Hemisphere telecommunications opera- 
tions are a government-owned monopoly. In these countries, there- 
fore, the competing U.S. carriers communicate with the same foreign 
entity. These foreign administrations which in the past had been 
willing to make the relatively small investment necessary to establish 
separate circuits with the competing U.S. carriers are not all equally 
willing to undertake the aa greater outlays required to provide 
duplicating equipment to establish customer-to-customer service with 
each of the two or more competing U.S. carriers. When the U.S, 
delegation was at the Administrative Telegraph and Telephone Con- 
ference in Geneva in September—November 1958, representatives of 
several foreign countries discussed this problem with members of the 
delegation. Such representatives indicated that they were eager to 
provide the new direct customer-to-customer services but were not 
in a position to finance the expensive duplicate equipment. They also 
felt that since they had established message telegraph circuits with 
two U.S. carriers they could not arbitrarily or otherwise select one 
only with which to supply the new services. As a result such 
customer-to-customer services have not been introduced at all, to the 
detriment of users both here and abroad. 

The international carriers have indicated that in the future com- 
munications would require even more expensive equipment. In the 
cable field it appears clear that new cables will necessarily be of the 
high capacity type similar to those used for international telephony. 
Such cables maak involve investments between $25 million and $50 
million each depending on the exact capacity and length. In the 
radio field proportionately similar investment may be required. One 
of the coming means of radio communication is by use of the so-called 
over-the-horizon scatter technique. 

The use of this technique has several advantages over the high fre- 
quency systems presently used for long distance communications. It 
opens a new portion of the frequency spectrum for long distance com- 
munications, is more reliable, and makes considerably broader bands 
available for the transmission of more intelligence over a given Cit- 
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1ust | cuit—so broad in fact that it may be used to transmit television images 
ical | as well as voice and telegraph signals. 

and There are two types of scatter systems now in general use: Iono- 
vice 1 


spheric scatter, useful over distances of approximately 600 to 1,300 
miles, operating in the 30-60 megacycle frequency range; tropospheric 
scatter, useful generally over distances up to about 300 miles, usually 
operating in the frequency range above approximately 500 megacycles. 


‘10n, The ionospheric scatter technique is more expensive, provides fewer 
the} channels (less bandwidth) and is at present less stable than tropo- 

ffect | spheric scatter systems. 

,AC Furthermore, ionospheric scatter operations may receive interfer- 

lone,}_ ence from, or cause interference to, existing relatively short distance 

r-to- | communications in other parts of the world, under certain propaga- 

ym} tion conditions. Because of such long distance interference character- 


istics, it may be difficult to arrive at an international agreement as to 
allocation of frequencies for ionospheric scatter operations. An idea 
of the cost involved even in the case of the less expensive tropospheric 
scatter can be gathered from the fact that the recent tropospheric 
scatter system installed by A.T. & T. in southern Florida for com- 
munication with Cuba required an investment in excess of three- 
quarters of $1 million for the installation in Florida alone. Installa- 


eign | tions of the type discussed herein by each of the competing companies, 
been} even if financially feasible, which is doubltful, would create a capacity 
blish | far in excess of the current needs and probably could not be supported 
ually} by the revenues from that share of the traffic available to each of the 


several companies. Thus, the problem arises as to how the many com- 
peting companies could find a practical means of perfecting and in- 


US.| stalling the equipment to take advantage of new techniques now being 
Con-|} developed without bankruptcy or substantially increased rates. On the 
-s other hand, failure to supply such facilities would either deprive the 


public of facilities and services it wants and needs or, by default, 
require the telephone company to supply them over its existing and 
projected high capacity transoceanic telephone cables. 


"also Aside from the new techniques which have been described above, 
with} recent scientific developments indicate that in the foreseeable future 
— there is a possibility that international communications may be pro- 


vided via satellites in space. Perfection of such techniques and others 
that scientific research will undoubtedly indicate as feasible, would 
require a considerable period of expensive experimentation. Such a 
program could be undertaken only by a well-integrated financially 
sound company which had reasonable confidence in its future earnings 


: the potential. 
1 $90 One of the most significant developments in recent years in the field 
> the of international communications has been the entry of the American 


Telephone & Telegraph Co. into the international submarine cable 
field. A. T. & T. has laid, or is in the process of laying, cables to 
Europe. Alaska, Hawaii, and Puerto Rico. In the case of the cable 


, fre | to Hawaii, at least, the Commission upon representations of the De- 
. Jt} fense Establishment has authorized A. T. & T. to provide the same 
onl type of service as it now provides in the continental United States; 
nands| that is, all types of telephone service and in addition, leased channe 
1 cir-| telegraph service and teletypewriter exchange service. 
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As indicated in table P, appendix B, the volume of traffic over the 
cable to Europe which was opened for service in September 1956, has 
grown tremendously. Thus, between the end of 1955 and 1958 the 
number of telephone calls to Europe increased by 83 percent. Ac- 
cordingly, the facilities in the first cable to Europe are already taxed 
and a second cable was quickly planned and agreed upon. It is now 
being installed and is scheduled to go into operation later this summer. 
Although the first cable has 36 voice channels, we understand that 
A.T. & T. has developed new equipment which will make it possible 
to increase the capacity of this cable as well as the second cable now 


being laid so that there will shortly be available in excess of 90 voice 


channels between the United States and Europe. 
The growth of this service is such, however, that we have been 


advised that A.T. & T. is already planning a third cable to Europe to | 


be put into operation in the early 1960’s with a capacity in excess of 
100 voice channels. Thus, there will be about 200 voice channels 
available between the United States and Europe in the next few years, 
In addition, the British and Canadians are installing a 60-voice chan- 
nel telephone cable between Canada and the United Kingdom which 
will be physically capable of being interconnected with the telecom- 
munications system in the United States. 


The availability of so many voice channels between the United | 
States and Europe within the next 5 years, when considered in the | 
light of the high quality of service available over the cables, would | 
indicate that international telephony, per se, may emerge as a serjous | 
competitor to international telegraphy for the communication dollar. | 
In order to compete effectively the telegraph industry should be ina | 
position to install the most modern equipment and to make its service | 


as attractive as possible. Aside from telephony as a competitor, the 


existence of such a large capacity with each voice channel physically | 


capable of being divided to provide 20 or more telegraph channels 


may be expected to lead to increased demands for use of these A.T. & T. | 


cable facilities to provide either telegraph service or an integrated | 


telephone and telegraph service, particularly if the telegraph industry 
is not in a position to fill the demand made upon it. 

The Commission is already under tremendous pressure to make 
the facilities available in such transoceanic telephone cables avail- 
able for telegraph and integrated voice and telegraph use. In the 
case of the military such integrated use has already been authorized 
to a limited extent for alternate voice and data processing on a single 
channel in the transatlantic telephone cable. 

A question arises as to whether the Commission can continue to 
restrict the joint use of voice and telegraph over telephone facilities 
or whether other users should or can be denied a similar use indefi- 
nitely. Merger now should enable the consolidated telegraph carrier 
to supply itself with equivalent facilities or to work out some system 
of sharing in existing high capacity cables and thus be in a position 


to compete effectively with the telephone company. Since it is not 


economically sound for each of the competing telegraph carriers to 
supply its own modern high capacity cable facilities, failure to author- 
ize merger would foreclose them from this field or would require 
authoriaztion of some pooling arrangement which ends competition 
—— the economies and legal safeguards which merger would 
entail. 
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A final consideration which must not be overlooked is the growing 
threat of intercontinental air mail. Table Q in appendix B shows 
the steady growth of airmail over the past few years even before the 
jetage. Jet service is now a reality and undoubtedly will be extended 
and improved steadily. With jet planes overnight airmail service can 
be reality between those cities in the United States and those cities in 
many foreign countries at which the jet airports are located. 

The potential impact of overnight service upon the telegraph car- 
riers can best be appreciated from the following statistics. In 1958, 
letter telegrams accounted for 36.7 percent of total message revenues 
of the carriers. Since message revenues totaled about $62 millions in 
1958, letter telegrams accounted for some $22,750,000 of this total. In 
1958, the industry realized net revenues of $10,228,000 before Federal 
income taxes. Thus, if because of improved jet service the volume of 
letter telegrams were to be cut in half, the present relatively profitable 

osition of the industry would be converted to a loss operation. 

All of the foregoing indicate to the Commission that the present 
favorable earning position of the competing international carriers 
could readily be reversed in the next few years when pressures for 
facilities, which they could not provide individually, might divert 
traffic and revenues to others. 

Thus, the maintenace of internal competition in the international 
telegraph field for the next several years could destroy effective compe- 
tition between international telegraphy and the already existing 
monopolies of international telephony and aircail. Under such cir- 
cumstances it appears to the Commission that if permissive merger 
legislation were enacted now a financially sound company could be 
created under prosperous conditions. Such a company would be in 
a position to anticipate demands and to provide the necessary expensive 
facilities and equipment itself thereby obviating the danger that the 
traffic might be diverted to other channels, and enabling it to compete 
effectively for a fair share of the international communications dollar. 

On the other hand if merger legislation is delayed until the dangers 
we have indicated as foreseeable actually come to fruition, the tele- 

aph industry would have already lost the traffic it now has and would 
. in a position of trying in a period of financial stringency to under- 
take the heavy investment necessary to regain markets it had lost, 
perhaps irretrievably. 

The Commission, therefore, approves permissive merger legislation 
in principle and recommends enactment of a statute to that effect. 
Should the committee desire data in addition to that I am furnishing 
today, the Commission will, of course, be happy to furnish it upon 
reasonable notice. The Commission has also analyzed S. 4231 of the 
85th Congress, which is identical to the committee reprint of the bill 
under consideration here, and has specific suggestions with respect to 
the particular provisions of the bill. The suggested changes in the 
bill and the reasons therefor are set forth in detail in appendix A of 
the attachments. 

(The documents attached to Mr. Doerfer’s statement are as follows :) 


APPENDIx A. SUGGESTED AMENDMENTS TO S. 4231, 85rH ConaREss, 2p SESSION 


For convenience in reading, the amendments suggested herein are listed in the 
order in which the language to which they relate appears in the bill rather than 
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in order of importance. It should therefore be noted that in several instances 
a particular amendment will require conforming amendments to language which 
subsequently appears in the bill. In each instance the problem to which the 
provision gives rise and the ‘reason for the amendment will be stated first. 
Thereafter, the specific suggested amended language will be set forth. 

1. Subsection (a) (17), which defines the term “continental United States,” 
was drafted before Alaska became the 49th State. The context in which the 
term “continental United States” is used in the bill makes it clear that it refers 
to the then existing 48 States and the District of Columbia. Accordingly, it is 
recommended that the subsection be amended as follows: 

Subsection (a) (17), page 6, line 15: Insert the word “contiguous” between 
the words “several” and “States.” 

2. As drafted, paragraph (2) of subsection (b) would appear to authorize 
any carrier, other than a domestic telegraph carrier as defined in section 
223(a)(3), which is engaged in any international telegraph and/or marine 
operations to acquire any or all international telegraph and/or marine carriers 
and thus create a monopoly in either or both of these fields in addition to con- 
tinuing its own operations. It does not appear from the context of the bill that 
it was intended to permit consolidation or merger between international record 
communication facilities or operations and any other communication facilities 
or operations. On the other hand, it may be possible that certain carriers, 
which are not international telegraph or marine carriers nor domestic telegraph 
carriers, now do or will in the future engage in international telegraph or marine 
operations and that the international telegraph or marine carriers which are 
merging or have merged may desire to acquire such facilities, operations, or 
properties. Such authorization can properly be included in the bill by adapting 
the authorization used in section 222(b) (2) wherein the merged domestic carrier 
was authorized to acquire the domestic telegraph operations of a carrier which 
was not a domestic telegraph carrier. Accordingly, it is recommended that 
subsection (b) be amended as follows: 

(a) Subsection (b), page 6, line 19, delete “(1)”; and lines 20 to 24, delete 
all of the material appearing in these lines starting with “and/or” on line 20 
and ending with the semicolon “;’” on line 24; and 

(6) After present subsection (b) insert a new subsection to read as follows: 

“(b*) As a part of any consolidation or merger pursuant to this section, or 
thereafter, any consolidated or merged international telegraph and/or marine 
carrier may upon application to and approval by the Commission acquire all or 
any part of the international telegraph and/or marine operations, properties, 
or facilities of any carrier engaged in international telegraph and/or marine 
operatious which is neither a domestic telegraph carrier nor an international 
telegraph and/or marine carrier.” 

3. As presently drafted, the provisions of subsection (b) would make it pos- 
sible for a merger to be effected between one or more international telegraph 
carriers and part of rather than all of the international telegraph operations, 
properties, or facilities of the Western Union Telegraph Co. It is to be noted 
that at present Western Union is required to divest itself of all of its interna- 
tional telegraph operations pursuant to the terms of section 222(c)(2) and 
that the instant bill specifically continues such obligation. Since there is a con- 
tinuing requirement placed upon Western Union to effectuate divestment of all 
its international operations, it does not appear appropriate to include in the 
present bill any provisions which could be construed to permit the merged inter- 
national carrier to acquire only a part of such operations and leave Western 
Union with other parts of such operations which it would still be under a man- 
date to divest. It is particularly pertinent to note that, in the almost 16 years 
since the divestment requirements of section 222(c)(2) has been part of the 
law, Western Union has not effectuated divestment. It would appear that the 
obligation to divest would be much more difficult to accomplish if Western 
Union continued to own only a part of its international system. Furthermore, 
it would appear that such a truncated system might not remain viable and 
could very well deprive the public of the use of part of the present interna- 
tional cable facilities. Accordingly, it is recommended that the subsection be 
further amended as follows: 

Subsection (b), page 7, line 5, delete the words “all or any part of”; and 
line 12, delete all of the language appearing on this, line and substitute therefor 
the following: “include the”. 

4. As presently drafted, subsection (c)(1) gives rise to the following prob- 
lems: 
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(a) It is not specifically indicated whether the proceeding authorized therein 
shall be construed an adjudicatory one or a rule-making one for the purpose of 
applying the Administrative Procedure Act. It should be noted that a proceed- 
ing involving Commission consideration of any plan for the consolidation or 
merger of international telegraph and/or marine carriers would be a complex one 
wherein it would be very important for the Commission to be able to consult 
with its staff which is thoroughly familiar with the complex operating, tech- 
nical, accounting, and legal problems involved. It is also to be noted that the 
proceeding is one which has many of the indicia of a rule-making proceeding. 
Thus (in the language of the Administrative Procedure Act regarding rule 
making), it fixes future rights, is designed to implement both a statement of 
law and altered national policy, involves future corporate and financial struc- 
tures or reorganization thereof as well as facilities, services, equipment, and 
allowances therefor and valuations of property, analysis of costs and considera- 
tion of proposed accounting practices. In view of the foregoing, and especially 
the fact that many of the activities which will be involved in any merger pro- 
ceeding fall squarely within the definition of rule making, it is felt that the 
public hearing should be treated as a rule making rather than an adjudicatory 
procedure. 

(b) It is to be noted that while other related sections of the bill as drafted 
provide a specific number of days (e.g., 30 days in subsection (c)(2)) for the 
occurrence or accomplishment of certain events, subsection (c)(1) calls for a 
reasonable notice of the time of hearing. It is, therefore, felt that this part of 
the bill should also set forth a specific number of days sufficiently long to permit 
the accomplishment of the other events for which a specific number of days is 
allowed. 

(c) It is also to be noted that in the bill as drafted, the named and other in- 
terested parties are given only an opportunity to be heard. It is felt that such 
interested parties named in the bill should be given the right to participate fully 
in the public hearing rather than merely an opportunity to be heard, and that 
the bill should be amended accordingly. In order that all parties may be fully 
aware of exactly who intends to participate, it is felt that the bill should be fur- 
ther amended to specify a cutoff date of 10 days before the start of the hearing. 
Such cutoff date would appear to be reasonable in that it would afford the 
named entities at least 35 days in which to decide whether .they desire to par- 
ticipate and to file notice of intention to do so. 

(d) In the bill as presently drafted, the Commission must either approve or 
disapprove of any plan for consolidation or merger which is submitted to it. 
It is felt that such far-reaching plan should not be presented to the Commission 
on a take-it-or-leave-it basis. In the course of the public hearings on a matter as 
important as this, it is only normal to expect that various problems may arise 
which could be cured by changes which do not affect the basic premises upon 
which the proposal is submitted. It should not be necessary for the Commission 
either to be compelled to reject the proposal outright because of such con- 
siderations or, conversely, to accept a proposal which it does not feel is fully 
in the public interest as submitted but which may be cured by various changes. 
The inclusion of an amendment to such effect would thus make the legislation 
more flexible and would also obviate a possibility that after extensive public 
hearings a plan laboriously devised by interested carriers would have to be 
rejected by the Commission because it was powerless to accept it subject to 
changes it felt are essential in the public interest. It is felt, however, that the 
Commission should not be given unrestrained power to impose conditions. Be- 
fore imposing any condition, it should be required to find on the basis of the 
record in the public proceeding that the particular condition is required in the 
public interest. The inclusion of such an amendment should afford proper pro- 
tection to the carriers against arbitrary Commission action or conditions. 

(e) In view of all of the foregoing, it is recommended that subsection (c) (1) 
be amended as follows: 

Subsection (c) (1), page 8, line 7 through page 9, line 7: Delete entire para- 
graph (1) of subsection (c), and substitute the following therefor: 

“(1) Whenever any consolidation or merger is proposed under subsection (b) 
of this section, the carrier or carriers seeking authority therefor shall submit an 
application to the Commission, whereupon the Commission shall order a public 
hearing to be held with repsect to such application, which public hearing shall be 
considered to be a rulemaking proceeding for the purpose of applying the pro- 
visions of the Administrative Procedure Act, and shall give at least forty-five 
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days public notice thereof in writing. At the same time copies of such public 
notice as well as written notice of an opportunity to participate fully in the public 
hearing upon the filing of a written notice of intention to do so at least ten 
days before he public hearing actually starts shall be given by the Commission to 
the Secretary of State, the Secretary of Defense, the Attorney General of the 
United States, representatives of employees in the United States of such carrier or 
carriers where represented by bargaining representatives known to the Commis- 
sion, every other international telegraph or marine carrier, and to such other 
persons as the Commission may deem advisable. If, after such public hearing, 
the Commission finds that the proposed consolidation or merger, or an amended 
proposal for consolidation or merger, as submitted, or as modified in accordance 
with such terms and conditions as the Commission may find to be required by the 
public interests, as determined from the evidence of record adduced in the afore- 
mentioned public hearings, (i) is authorized by subsection (b) of this section, (ii) 
conforms to all other applicable provisions of this section, and (iii) is in the pub- 
lic interest, the Commission shall enter an order approving and authorizing such. 
consolidation or merger, as submitted, or as conditioned and thereupon any law or 
laws making consolidations or mergers unlawful shall not apply to the proposed 
consolidation or merger, as submitted, or as conditioned. In finding whether any 
proposed consolidation or merger is in the public interest, the Commission shall 
give due consideration to the purposes of this Act and, among other things, to 
the financial soundness of the carrier resulting therefrom.” 

5. In the bill as presently drafted, there is provision whereby a carrier which 
desires to become a party to a consolidation or merger plan submitted by two 
or more other carriers may so request. However, there is not specific provision 
for the intervention by any carrier, or carriers, whicb may not be interested in the 
merger plan submitted by two or more carriers but which may desire to partici- 
pate if an additional carrier(s) becomes a party to the merger. The bill ag 
drafted could either be construed as permitting such latter carrier(s) to inter- 
vene after the negotiations between the carriers originating the plan and the 
first intervenor have been concluded or as prohibiting such intervention and 
requiring the Commission to consider the failure of the plan to include such 
carrier(s) and, if it deems it of sufficient importance, to refuse approval of 
the entire plan. It would appear that neither of these alternatives is appro- 
priate. The first alternative would involve the possibility of very considerable 
drawnout delays by making possible successive lengthy periods of negotiations, 
The second alternative might require the rejection of a plan completely even 
though under other statutory requirements the latter carrier(s) could very 
well have been accommodated and included in an amended plan. It is, therefore, 
felt that subsection (c)(2) should be amended to make it possible for carriers 
which have a contingent interest in participating in a plan for consolidation or 
merger to make such interest known. Furthermore, this subsection should be 
amended in such fashion as to obviate consecutive negotiations with attendant 
delays. The amendment set forth below would require that any carrier which 
desires to become a party to a plan for merger which has been submitted, or 
which desires to become a party to a submitted plan if another carrier or carriers 
become parties thereto, to submit a statement of desire within 30 days after 
public notice is given by the Commission of the original plan. Accordingly, it is 
recommended that subsection (c) (2) be amended as follows: 

Subsection (c) (2), page 9, line 17, after the word “statement”, insert the 
following: 

“. and any other international telegraph and/or marine carrier which may 
desire to become a party to such consolidation or merger only if the proposal 
for consolidation or merger is amended to include one or more other interna- 
tional telegraph and/or marine carrier shall also be entitled to submit to the 
Commission, but only within thirty days after the giving of the notice of public 
hearing pursuant to said paragraph (1), a statement of its desire to become a 
party to such consolidation or merger upon the terms set forth in such statement.” 

6. The change proposed under 5 above, as well as the other changes proposed 
hereinabove, require the following three changes in the provisions of subsection 
(c) (2): 

Subsection (c) (2), page 9, lines 17 and 18; delete the language on line 17 begin- 
ning with the words, “and thereupon” and all the language on line 18 and substi- 
tute therefor: 

“Upon the receipt of such statement the Commission shall postpone the public 
hearing provided for in subsection (c), paragraph (1), until further notice 
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and shall within ten days after the submission of each such statement give writ- 
ten public notice”. 

Subsection (c) (2), page 9, line 19, insert the words, “and shall send notice” 
between the words “thereof” and “in”. 

Subsection (c) (2), page 10, line 2—Insert the words “or statements” be- 
tween “ment” and “shall”. 

7. As presently drafted, subsection (c)(2) requires only that the parties 
which submit the plan and the carriers which desire to participate in the plan 
be given an opportunity to negotiate for a period of 90 days. It is felt that 
rather than merely affording an opportunity to negotiate, the statute should 
make it clear that the parties submitting the plan and those desiring to partici- 
pate in it should actually negotiate in good faith. In addition, it is felt that it is 
not advisable to have a specific deadline of 90 days set forth because in a complex 
situation of the type herein involved it may not be possible to conclude nego- 
tiations and reach final agreement or disagreement in a period of 90 days. It 
is, therefore, felt that the subsection should be amended to provide that upon 
application of all negotiating parties, the Commission may extend the time 
within which the negotiations must be concluded. Accordingly, it is reeommended 
that subsection (c) (2) be further amended as follows: 

Subsection (c) (2), page 10, lines 2 through 9, delete all the language beginning 
with the first word on page 10, line 3, through the end of line 9 and substitute 
the following therefore: “carrier or carriers submitting the same, and the car- 
rier or carriers submitting the application to the Commission pursuant to 
paragraph (1) of this subsection (c), shall for a period of ninety days after 
the giving of the last notice pursuant to this paragraph (2), or such further 
period as the Commission may allow upon petition of all the negotiating car- 
riers, negotiate together in good faith in an attempt to agree upon the terms 
upon which each carrier submitting a statement may become a party to such 
consolidation or merger.” 

8. Subsection (c)(2) as presently drafted seems to require only the sub- 
mission to the Commission of an amended proposal if one is agreed upon. It 
is felt that it would be more helpful to the Commission if it was to have before 
it either the amended proposal or a statement of the reasons why agreement 
on the amended proposal was not possible. This would not only enable the 
Commission to evaluate the situation more accurately, but might also help the 
parties in that, when they try to pinpoint the areas or reasons for disagree- 
ment, they may find it possible more readily to agree. Accordingly, it is rec- 
ommended that subsection (c) (2) be further amended as follows: 

Subsection (c) (2), page 10, lines 10 through 14, delete all of the language 

presently appearing in such lines and substitute the following therefor: 
“At or before the end of such ninety days or such further time as may be allowed 
by the Commission upon petition of the carriers, there shall be submitted to 
the Commission an amended proposal for consolidation or merger to which all 
or some of the carriers submitting a statement or statements pursuant to this 
paragraph (2) would be a party or parties upon such terms as the carriers 
have agreed upon, and/or a statement of the reasons why it was not possible 
for all or some of the carriers to agree upon an amended proposal. If an 
amended proposal is submitted within the time hereinabove specified, the Com- 
mission shall pro-”. 

9. The foregoing substantive changes require a further drafting change in 
subsection (c) (2) as follows: 

Subsection (c) (2), page 10, line 18, substitute the words “the time herein- 
above specified” from the words “such ninety days’. 

10. As presently drafted, subsection (c) (2) does not make it clear whether 
carriers which wish to participate in the merger and could not reach agreement 
may participate fully in the proceeding. Furthermore, the subsection merely 
requires the Commission to take into consideration the inclusion or failure to 
include any carrier which sought to participate in the plan. It is felt that it 
should be clear that the carriers which filed a statement have the right to par- 
ticipate fully, and that, after the hearing, the Commission may condition its 
approval of the plan for consolidation or merger before it upon the inclusion, 
upon specified terms, of any other carrier or carriers which have indicated a 
desire to become a party or parties to such consolidation or merger but which 
could not arrive at an agreement with the other carriers. This again would 
add flexibility to the legislation in that it would enable the Commission to dis- 
pose of the matter in one proceeding rather than require the Commission to 
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accept a proposal before it which may improperly exclude a carrier desiring to 
participate, or, conversely, to reject the proposal entirely. Accordingly, it is 
recommended that subsection (c) (2) be further amended as follows: 

Subsection (c) (2), page 10, lines 20 to 24, and page 11, lines 1 and 2, delete 
all the language presently appearing in the aforementioned lines and substitute 
the following therefor : 

“(1) of this subsection (c) ; and within the time specified in subsection (c), 
paragraph (1) hereof each of the carriers submitting a statement pursuant to 
this paragraph (2) shall upon submission of a notice of intention to do so have 
the right to intervene in the proceeding and participate fully therein. In reach- 
ing its decision on the proposed application as submitted or on an amended 
proposal, the Commission shall consider the effect upon the public interest of 
the inclusion, or failure to include, any international telegraph or marine car- 
rier which has submitted a statement pursuant to this paragraph (2) on the 
proposed consolidation or merger. The Commission may approve the proposed 
consolidation or merger as submitted, or, in addition to imposing any of the 
conditions authorized by paragraph (1) of subsection (c) hereof, may approve 
it only on condition that one or more of the carriers which filed a statement of 
desire to become a party to the consolidation or merger be included therein upon 
such terms and conditions as the Commission, on the basis of the record made 
at the public hearing, finds to be in the public interest.” 

11. As presently drafted, subsection (d)(1) does not set forth clearly that 
the domestic telegraph operations in which the merged international or marine 
carrier is permitted to engage thereunder may be modified in accordance with 
the provisions of paragraph (2) of subsection (d). Accordingly, it is recom- 
mended that subsection (d) (1) be amended as follows: 

Subsection (d)(1), page 11, line 7, insert the words, “except as otherwise 
provided in paragraph (2) of subsection (d) hereof,” between the words “that” 
and “nothing”. 

12. As now drafted, there is no clear distinction between gateway cities as 
defined in one part of subsection (d)(1) and points of entry or exit as set 
forth in a later portion of subsection (d)(1). Accordingly, it is recommended 
that the following technical amendment be made: 

Subsection (d)(1), page 12, line 3, insert the word “actual” between the 
words “of” and “entry” and between the words “or” and “exit”. 

13. As now drafted: 

(a) Subsection (d)(2) authorizes certain agreements between the merged 
international telegraph and/or marine carrier and any domestic carrier with 
respect to areas of service. However, no similar rights are given to inter- 
national telegraph or marine carriers which are not parties to a merger. It 
does not appear appropriate to permit the negotiation of such agreements until 
and unless there is a complete merger in the international telegraph field and/or 
the marine field. Otherwise, the merged international carrier would have statu- 
tory authority to enter into negotiations looking toward the expansion of its 
area of service while the remaining competing nonmerged international carriers 
would not have similar statutory authority ; 

(b) Subsection (d)(2) authorizes the aforementioned negotiations to take 
place between the merged international and/or marine carrier, on the one hand, 
and any domestic carrier on the other hand. Unless it is made clear that the 
domestic carrier with which the arrangements are made is the merged domestic 
carrier, arrangements might be made with some small domestic telegraph car- 
rier for expanding the service territory of the merged international carrier 
anywhere in the United States. Obviously, this would be unfair to Western 
Union whose revenues from the domestic handling of international traffic could 
be adversely affected thereby. The section should therefore require that the 
agreements in question should be made with the domestic carrier whose revenues 
would be thus affected ; and 

(c) Subsection (d) (2) as drafted makes the aforementioned agreement effec- 
tive when approved by the Commission without the requirement for an oppor- 
tunity for public hearing. It appears that interested parties should have an 
opportunity to secure a public hearing to preserve their rights. Since the 
changes which would be made by agreement could have far-reaching service 
effects, such protection appears appropriate. Accordingly, it is recommended 
that subsection (d) (2) be amended in the following respects: 

Subsection (d)(2), page 138, lines 4 through 8, delete all of the language 
appearing on lines 4 through 8 and substitute the following therefor: 
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“(2) As part of any consolidation or merger pursuant to this section, or there- 
after, any consolidated or merged international telegraph carrier into which all 
international telegraph carriers are or have been consolidated or merged, any 
consolidated or merged marine carrier into which all marine carriers are or 
have been consolidated or merged, or any consolidated or merged carrier into 
which all international telegraph and marine carriers are or have been consoli- 
dated or merged may make such agreement or agreements with the consolidated 
or merged domestic telegraph carrier resulting from a consolidation or merger 
authorized pursuant to section 222(c)(1) of this Act and any other domestic 
telegraph carrier affected thereby as the Commission shall after affording all 
interested parties an opportunity for a public hearing, approve as just, reason- 
able,’’. 

14. As presently drafted, subsection (d)(2) may operate to permit interna- 
tional carriers to discontinue service in certain areas without having the Com- 
misison make the findings usually required by section 214 of the act and without 
the issuance of the certificate in those instances where it is necessary under the 
standards set forth in section 214. Accordingly, it is recommended that 
subsection (d) (2) be further amended as follows: 

Subsection (d) (2), page 13, line 14, insert the words “subject to the issuance 
of a certificate as required by secton 214 of this Act” between “(i)” and 
“modifications.” 

15. As presently drafted, there is no provision in subsection (d) (2) for any 
action on the Commission’s own initiative or upon complaint when agreement 
‘has not been reached for changes in the service areas of international telegraph 
and/or marine carriers. It appears that the Commission should be empowered 
on its own initiative or upon complaint and with opportunity for hearing to 
modify the areas of service if it finds that the public interest would be served 
thereby. Accordingly, it is recommended that subsection (d)(2) be further 
amended as follows: 

Subsection (d) (2), page 13, line 21, at the end of the line insert the following: 

“Provided, however, that the Commission, upon complaint or upon its own 
initiative, may after giving an opportunity for public hearing to all interested 
parties and after finding that the changes are just, reasonable, equitable, and in 
the public interest, prescribe additions to, modifications of, or limitations upon 
the domestic telegraph operations in which any international telegraph carrier 
or any marine carrier, whether merged or not, may thereafter may engage.” 

16. Subsection (d) (3) as presently drafted would permit agreements between 
the merged international telegraph and/or marine carrier and any domestic 
carrier for the establishment of through rates, the distribution of traffic and the 
division of charges. Thus, if there were to be a partial merger, such merged 
carrier would, under the paragraph as presently drafted, have the right to enter 
into agreements subject to Commission approval regarding the matters listed 
above whereas the remaining competing unmerged carriers would not have any 
such right. Also the entry into such agreements would, despite the language in 
the following paragraph (4), be in derogation of the requirements of subsection 
(e) of section 222. It is felt, therefore, that the right to enter into such agree- 
ments should be restricted to the time when there is only one international tele- 
graph carrier, one marine or one combined international telegraph and marine 
carrier and that the Commission should be required to give all interested parties 
an opportunity for a public hearing. Accordingly, it is recommended that 
subsection (d) (3) be amended as follows: 

Subsection (d) (3), page 13, line 22, through page 14, line 2, delete the language 
presently appearing on these lines and substitute the following therefor: 

“(3) As a part of any consolidation or merger pursuant to this section, or 
thereafter, any consolidated or merged international telegraph carrier into which 
all international telegraph carriers are or have been consolidated or merged, any 
consolidated or merged marine carrier into which all marine carriers are or have 
been consolidated or merged, or any consolidated or merged carrier into which all 
international telegraph and marine carriers are or have been consolidated or 
merged, and any domestic telegraph carrier may make such agreement, or agree- 
ments, as the Commission shall, after affording all interested parties an oppor- 
tunity for public hearing, approve as being just, reason-”. 

17. It is not clear whether as now drafted subsecton (d) (3) would permit the 
Commission to act on agreements for through routes or practices and regulations 
regarding the distribution of traffic and the division of charges therefor except 
where there was no agreement between the carriers. It appears that as the 
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regulatory agency in the field, particularly where there is a legal monopoly, the 
Commission should clearly be empowered to initiate action to determine whether 
it should prescribe through routes and practices with respect to the handling of 
traffic as well as the division of tolls. Accordingly, it is recommended that 
subsection (d) (3) be further amended as follows: 

Subsection (d) (3), page 14, line 10, delete the words “in the absence of such 
agreement, or agreements, and” 

18. As presently drafted subsection (d) affects the provisions of section 222(e) 
of the act despite the disclaimer in subsection (d) (4). The language should 
be changed to make it clear that the provisions of section 222(e) remain in effect 
and are unchanged by any provisions in subsection (d) of section 223 so long 
as there is more than one ecarrier providing international telegraph service or 
marine service. Subsection 222(e) was designed to prevent the merged do- 
mestie telegraph carrier from discriminating against one of two or more com- 
peting carriers. When there is no competition there is no need for provisions 
against such discrimination. Otherwise, the provisions of subsection (e) are 
necessary, not only to protect competing U.S. carriers, but also insofar as they 
apply to Canadian carriers which are then given certain protection therein. 
Accordingly, it is recommended that subsection (d) (4) be amended as follows: 

Subsection (d) (4), page 14, line 18 through 20, delete the entire paragraph 
(4) and substitute the following therefor : 

(4) At any time- when there is more than one carrier engaged in interna- 
tional telegraph operations, or more than one carrier engaged in marine opera- 
tions, the provisions of subsection (e) of section 222 of this Act shall remain 
fully in effect with respect to such international telegraph carriers or such 
marine carriers, as the case may be, and at such times nothing in this subsection. 
(d) shall be construed to amend, repair, impair, or affect the provisions of 
subsection (e) of section 222 of this Act.” 

19. As now drafted the labor provisions of the bill apply only to persons: 
in the United States. It seems that they should also apply to U.S. citizens at 
company stations abroad who. otherwise would appear to lack protection of 
both this bill and the laws of the country where they are stationed. Accord- 
ingly, it is recommended that subsection (f) (11) be amended as follows: 

Subsection (f) (11), page 22, line 23, insert the words “not a citizen of the 
United States” between the words “employee” and “of.” 

20. As now drafted, there is no specific provision in the bill to require the 
merged or consolidated carrier to secure permission from the Commission before 
discontinuing any direct circuit by cable or radio between any place in the 
United States and any foreign or overseas point. It is felt, particularly in 
view of both potential defense and civilian needs, the merged or consolidated 
carrier should not be permitted to discontinue any such circuit until an appro- 
priate certificate has been granted by the Commission on application and after 
notice to the Secretaries of State, Defense, and Commerce. Accordingly, it is 
recommended that a new subsection (g) be added to the bill to read as follows: 

““(g)(1) In the case of any consolidation gr merger pursuant to this section,. 
the consolidated or merged carrier shall not then or thereafter discontinue any 
radio or cable circuit operated by such consolidated or merged carrier or by any 
earrier which is or had been a party to such consolidation or merger between 
the continental United States and any foreign or overseas point unless and 
until there shall have been obtained from the Commission a certificate that 
neither the present nor future public convenience and necessity will be adversely 
affected thereby, except that the Commission may, upon appropriate request 
being made, authorize temporary or emergency discontinuance of any such 
circuit without regard for the provisions of this subsection (g). 

“(2) Upon reecipt of an application for any such certificate, the Commission 
shall cause notice thereof to be given to, and shall cause a copy of such ap 
plication to be filed with the Secretary of State, the Secretary of Defense, the 
Secretary of Commerce and such other persons as the Commission may deem 
advisable, with the right to those notified to be heard in a formal proceeding if 
so requested within twenty days after the aforementioned notice is sent. In 
addition the Commission may require such published notice as it shall determine. 

““(3) The Commission shall hold formal proceedings on such application if 
requested in accordance with paragraph (2) of this subsection or if the Com- 
mission otherwise deems such proceedings necessary ; otherwise the Commission 
may act upon the application filed, the comments and other pleadings filed with 
it and the relevant data in its files. Before acting on any application for 
discontinuance filed pursuant to this subsection (g) the Commission in addition 
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to considering any of the above-listed items shall also give due consideration 
among other things to both the national defense and civilian requirements for 
the maintenance of one or more direct cable and/or radio circuits between the 
continental United States and the foreign or overseas points being served directly 
or indirectly by the circuit which is the subject of the application. The Com- 
mission shall after taking the steps hereinabove authorized or required have 
power to issue such certificate as applied for, or to refuse to issue it, or to 
issue it for a portion or portions of the circuit described in the application, or 
for the partial exercise only of such right or privilege, and may attach to the is- 
suance of the certificate such terms and conditions as in its judgment the 
public convenience and necessity may require. After the issuance of such 
certificate, and not before, the consolidated or merged carrier may, without 
securing approval other than such certificate, comply with the terms and con- 
ditions contained in or attached to the issuance of such certificate and proceed 
with the discontinuance covered thereby. Any discontinuance contrary to the 
provisions of this subsection (g) may be enjoined by any court of competent 
jurisdiction at the suit of the United States, the Commission, or any party in 
interest.” 
APPENDIX B. INTERNATIONAL TELEGRAPH INDUSTRY 


The international telegraph industry (cable and radio) as of December 31, 
1958, represented a net investment’ devoted to internation point-to-point and 
ship-shore communications of approximately $83 million and reported revenues 
for 1958 of approximately $77 million with earnings * of approximately $5 million. 
There are at present six radiotelegraph carriers and three U.S. cable carriers * 
operating facilities between the United States and foreign and overseas points. 
There are 10 marine radiotelegraph carriers operating coastal telegraph in the 
United States. These companies and their service as of March 15, 1959, are 
as follows: 

POINT-TO-POINT TELEGRAPH CARRIERS 


All America Cables & Radio, Inc., was incorporated in the State of New York 
in 1881. It operates submarine cables between the continental United States 
and the West Indies, Central America and South America. All of the traffic 
handled by it is to, from, or within these areas. It has public offices in New 
York, N.Y., and in Washington, D.C., as well as in approximately 18 countries 
in the West Indies, and Central and South America. Through connection with 
other carriers, All America also serves those countries in the Americas in which 
it does not carry on its own operations. In addition to providing all classes 
of telegraph message service to many of these points, it operates leased channel 
service between New York and Venezuela, as well as between the Virgin Islands 
and Puerto Rico. All America also operates international radio telegraph and 
telephone stations in Colombia, Ecuador, and Peru. Its major radio station 
is in Lima, Peru, at which it provides radiotelegraph service to the United States 
and radiotelephone and radiotelegraph service to a number of European and 
Far Eastern countries. All of the capital stock of All America is owned by 
A.C. & R., which also owns all of the capital stock of Mackay and Commercial, 
as well as 99.90 percent of the capital stock of Societad Anonima Radio Argen- 
tina, an Argentine corporation. The International Telephone & Telegraph Corp. 
in turn owns 58.17 percent of the stock of A.C. & R. 

The Commercial Cable Co. was organized in New York in 1883 and has been 
in operation since that date. Commercial operates transatlantic submarine 
cables between the continental United States and France, Great Britain, Ireland, 
Holland, Belgium, Canada, and the Azores. Through connecting carriers, Com- 
mercial serves other countries beyond the termination of its own facilities. 
It provides all classes of telegraph message service, as well as leased channel 
service between New York and London. All of the capital stock of Commercial 
is owned by A.C. & R. Commercial owns all of the stock of the Commercial 
Cable Co., Ltd., of England, which owns two cable ships used for cable laying 
and repair operations. 

Mackay Radio & Telegraph Co. was incorporated in Delaware in 1926 and 
has been in operation since that date. Mackay operates direct circuits between 


1Net investment is compiled by adding allowable materials and supplies, and allowable 
cash working capital to original cost of plant less depreciation. 

2Annual earnings represent net operating revenue after Federal income taxes. 

*French Telegraph Cable Co., owned by French interests, also operates cables between 
the United States and England and France and serves many other points through con- 
necting carriers. It accounts for about 1 percent of international telegraph revenues. 
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the continental United States and 40 overseas or foreign points. In addition it 
furnishes indirect service to a great number of other points through arrange- 
ments with other carriers. Mackay offers all classes of radiotelegraph message 
service, and also provides overseas teletypewriter exchange service (Telex), 
leased radio channel service, multiple address press service, radiotelegraph 
conference service, and, to a limited extent, program transmission and reception 
service and radiophoto service. Mackay operates fixed point-to-point radio 
stations at Brentwood, N.Y.; Palo Alto, Calif., and also in Hawaii, Tangier, and 
the Philippines. In addition Mackay maintains public offices at New York. N.Y.; 
San Francisco, Calif.; and Washington, D.C., and also in Hawaii, and the Philip- 
pines. All of the capital stock of Mackay is owned by A.C. & R. Mackay owns 
no stock in any other company. 

RCA Communications, Inc., is a Delaware corporation organized in 1929 to 
conduct the public communication operations of the Radio Corp. of America, of 
which it is a wholly owned subsidiary, RCAC operates direct radio circuits 
between the continental United States and 62 overseas and foreign points. It 
also furnishes indirect service to most other points throughout the world, 
RCAC operates fixed point-to-point radio stations at Rocky Point, N.Y., and 
Bolinas, Calif., and also in Haiti, Hawaii, the Dominican Republic, Puerto Rico, 
Guam, the Philippines, and Tangier. It maintains offices in New York, N.Y.; 
San Francisco, Calif.; and Washington, D.C., as well as in Haiti, Hawaii, the 
Dominican Republic, Puerto Rico, Guam, and the Philippines. It furnishes 
all classes of telegraph message service and, in addition, renders leased radio 
channel service, overseas teleprinter exchange service (TEX), program trans- 
mission and reception service, radiophoto service, multiple address press service 
and other special types of services to numerous foreign and overseas points. 
RCAC owns all of the stock of Cuban Transatlantic Radio Corp., a Cuban corpo- 
ration, and of the Radio Corp. of the Philippines, a Philippine corporation. It 
also owne over 20 percent of the stock of its correspondent companies in Argen- 
tina and Chile and over 35 percent of the stock of its correspondent in Brazil. 
All of the capital stock of RCAC is owned by the Radio Corp. of America. 

Globe Wireless, Ltd., is a Nevada corporation organized in 1930 to handle the 
radiotelegraph activities of the Robert Dollar Co. It operates radiotelegraph 
circuits between the continental United States and Hawaii, the Philippines, 
China, Formosa, and Cuba. Through arrangements with other carriers it serves 
other points in the Far East. Globe operates fixed point-to-point radio stations 
in the vicinity of New York, San Francisco, and Honolulu, and maintains offices 
in those cities. During World War II its properties were leased to the Army. 
It offers all classes of telegraph message service, as well as leased radio channel 
service and Telex service. The Robert Dollar Co. holds 33,985 shares of its class A 
stock and the International Business Machines Corp. holds 32,511 shares, or all, 
of its class B stock. Some 13,335 shares of class A stock, the balance of the 
outstanding shares, are owned by others. Globe owns all of the capital stock of 
Globe Wireless, Ltd. (of Philippine Islands), which is its correspondent in the 
Philippine Islands. 

Press Wireless, Inc., was organized and is licensed to furnish press service to 
newspapers and press associations. It operates fixed point-to-point radio stations 
at Centereach, N.Y., and at Belmont, Calif. It also maintains public offices in 
New York, San Francisco, and Washington, D.C. Press Wireless’ business is 
limited to the furnishing of press message service, multiple address press service, 
program transmission and reception service, and leased radio channel service 
and radiophoto service to press and public information entities. Press Wireless 
operates 15 direct circuits between the United States and oversea or foreign 
points. With few exceptions, Press Wireless handles traffic from or destined to 
only those countries with which it has direct circuits. It owns companies which 
operate stations in Cuba, Uruguay, and Brazil with which it communicates, It 
owns 85 percent of “the stock of” Philippine Press Wireless, Inc., a Philippine 
company, which is its correspondent in those islands. All of the stock of Press 
Wireless is owned by newspaper or magazine publishers, or by those closely asso- 
ciated with the publishing business. 

Tropical Radio Telegraph Co. was organized in 1913 in Delaware to handle the 
radiotelegraph activities of the United Fruit Co. and has been in operation since 
that time. Tropical operates three radio stations in the continental United 
States, in the vicinity of Boston, Mass.; New Orleans, La.; and Miami, Fla., and 
also maintains public offices in these cities, as well as in Guatemala, Honduras, 
Nicaragua, and Panama. In addition, it operates approximately 20 stations in 
yarious Central American countries which provide radiotelegraph service between 
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its own stations in Central America, and between these stations and stations in 
various other countries in Central and South America. Some of these stations also 
communicate with its stations in the United States. Tropical operates direct 
radio circuits between the continental United States and 13 oversea or foreign 
points in Central and South America and the West Indies, and also furnishes 
indirect service to a number of Caribbean points through arrangements with other 
carriers and by relay through its own stations. All of its capital stock is owned 
by the United Fruit Co. Tropical owns no stock in any other company. 

United States-Liberia Radio Corp. (United States-Liberia), a wholly owned 
subsidiary of the Firestone interests, operates one direct radiotelegraph circuit 
between Akron, Ohio, and Harbel, Liberia. It also operates domestically in 
Liberia. 

The Western Union Telegraph Co. provides international telegraph service 
through its International Communications Division. It operates transatlantic 
cables between the United States and England, Ireland, Belgium, Hoiland, Ger- 
many, and France via both Nova Scotia and Newfoundland, as well as cables 
to the Azores through which, via other carriers, it serves points beyond its 
terminal there. In addition, it operates cables south from a point near Miami, 
Fla., to Cuba and to Barbados, connecting with other carriers to serve the West 
Indies, Central and South America. W.U. Cables has no public offices as such 
within the United States, but does have offices in the United Kingdom, Ireland, 
St. Pierre-Miquelon, Holland, Cuba, Canada, Belgium, Barbados, and the Azores. 
In addition to providing all classes of message services, W.U. Cables also offers 
leased channel service, and International Communications Service. 

The facilities operated by each of these companies are shown in the following 
exhibits : 

Exhibit A—Maps of ocean cable systems operated by U.S. telegraph cable 
companies. 

Exhibit B—Maps of radiotelegraph and radiotelephone circuits in active opera- 
tion between the United States and oversea and foreign points. 

Exhibit C—Active and inactive direct international radiotelegraph circuits. 

Exhibit D—Normal routing of international telegraph traffic between the conti- 
nental United States and oversea and foreign points. 

Exhibit E—Direct radiotelegraph and cable circuits operated by U.S. interna- 
tional telegraph carriers between the United States and oversea points. 

Exhibit F—Radiotelegraph stations in the international fixed public service. 

Exhibit G—lInternational teletypewriter exchange service between the conti- 
nental United States and oversea and foreign points. 


MARITIME MOBILE RADIOTELEGRAPH CARRIERS 


In addition to their point-to-point service the following radiotelegraph carriers 
operate coastal telegraph stations for handling telegraph traffic between land 
stations and ships at sea: 

Globe Wireless through coastal stations near San Francisco and Manila, 
Philippine Islands. 

Mackay Radio through coastal stations near New York, Galveston, Los 
Angeles, San Francisco, Seattle, and Manila, Philippine Islands. 

RCAC through coastal stations near Boston, New York, Buffalo, Savannah, 
Miami, Port Arthur, Los Angeles, San Francisco, Honolulu, and Manila, 
ak. 

Tropical Radio through coastal stations near Miami and New Orleans. 

Other carriers operating coastal telegraph stations in the United States and 
the location of their stations are listed below: 


Caribbean Radio, Jacksonville, Fla. 

Central Radio Telegraph Co., Rogers City, Mich. 
Mayor and City Council of Baltimore, Baltimore, Md. 
Gulf Radio Service, Tampa, Fla. 

Mobile Marine Radio, Mobile, Ala. 

Olympic Radio Co., Hoquiam, Wash. 


TELEGRAPH CARRIERS OPERATING IN UNITED STATES’ POSSESSIONS ONLY 


South Puerto Rico Sugar Co., operates a radiotelegraph station at Ensenada, 
P.R., through which it serves the Dominican Republic. It also operates a coastal 
telegraph station at Ensenada to serve ships at sea. 











42 MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 


Cables and Wireless, Ltd., a part of the British Commonwealth worldwide 
communications network, operates cables between Puerto Rico and the Virgin 
Islands and other islands in the British West Indies. 


INTERNATIONAL TELEPHONE CARRIERS 


The American Telephone and Telegraph Co., is the only company in the United 
States which provides international and overseas telephone service. It serves 122 
foreign countries and overseas Territories and possessions of the United States, 
63 of which are served by direct radiotelephone circuits operated from its sta- 
tions near New York, Miami, and San Francisco. It also operates submarine 
cables between the following points: 

Miami and Havana. 

Port Angeles (Seattle) and Ketchikan, Alaska. 
Canada and England. 

San Francisco and Honolulu. 

It has been authorized by the Federal Communications Commission to lay and 
operate a cable between Miami and Puerto Rico, and this cable is presently 
under construction. It has agreed with France and Germany to lay an addi- 
tional transatlantic cable, which is under construction, between Canada and 
France. 

Radio Corporation of Puerto Rico, a subsidiary of the International Telephone 
& Telegraph Co., operates a radiotelephone station near San Juan, Puerto Rico, 
which serves the United States and points in the Caribbean area. 

RCA Communications, Inc., operates radiotelephone stations near Honolulu, 
Manila, and on Guam and Okinawa which in connection with A.T. & T. facilities 
near San Francisco furnishes service between these points and the United States. 

Tropical Radio Telegraph Co. through its stations in Central America furnishes 
radiotelephone service between these stations and between these stations and 
the United States and other countries in Central and South America. 

The international telephone facilities of the United States carriers are shown 
in exhibit B and in the following exhibits: 

Exhibit H—Active and inactive direct international radiotelephone circuits. 

Exhibit I—Normal routing of international telephone traffic between the con- 
tinental United States and overseas and foreign points. 

Exhibit J—Map of existing and proposed submarine telephone cables serving 
the United States. 

There is also attached the following statistical tables which show the develop- 
ment of the international telegraph industry during the period 1950-58; em- 
ployees in the industry; and growth of international telephone and airmail 
traffic: 

Tables A-J—Comparative condensed operating income statements showing ratio 
of net operating income to average net plant, 1950-57. 

Table A—All America Cables & Radio, Inc. 

Table B—The Commercial Cable Co. 

Table C—Mackay Radio and Telegraph Co. 

Table D—A.C. & R. group (All America, Commercial, and Mackay Radio 
combined ) 

Table E—RCA Communications, Inc. 

Table F—Western Union Cables. 

Table G—Tropical Radio Telegraph Co. 

Table H—Press Wireless, Inc. 

Table I—Globe Wireless, Ltd. 

Table J—International telegraph carriers combined. 

Table K—Comparative condensed operating income statements showing ratio 
of net operating income to average net plant for each international telegraph 
earrier and all carriers combined, 1958. 

Table L—Growth of operating revenues of the international telegraph carriers, 
1950-58. 

‘Table M—Number of employees of U.S. international telegraph carriers, 1950-58. 

Table N—Number of employees in the continental United States of certain 
carriers who were eligible to retire at December 31, 1958. 

Table O—Analysis of U.S. international telegraph word volume, 1950-58 (first 
half). 

Table P—Internationail telephone calls reported by American Telephone & 
Telegraph Co. 

Table Q—Foreign airmail in pounds, fiscal 1950-58. 


ne ae Te ORR 


memes 


STN SEEN 


ee 








ide 


ted 
es, 


ita- 
ine 


on- 


ing 


|Op- 
om- 
ail 


itio 


dio 


itio 
aph 


ers, 


ain 
irst 


| eens 


aR ORR AO Se ene ere a Ee 


ae Pome Teac me 


me 


MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 43 


ExHipsit A 


FEDERAL COMMUNICATIONS COMMISSION, COMMON CARRIER 
BUREAU, INTERNATIONAL DIVISION 


Maps or OcEAN CABLE SYSTEMS OPERATED BY UNITED STATES TELEGRAPH 
CABLE COMPANIES, JANUARY 1, 1959 
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EXHIBIT B 


FEDERAL COMMUNICATIONS COMMISSION, COMMON CARRIER 
BUREAU, INTERNATIONAL DIVISION 
Maps OF RADIOTELEGRAPH AND RADIOTELEPHONE CIRCUITS IN ACTIVE OPERATION 


BETWEEN THE UNITED STATES AND OVERSEA AND FOREIGN PoINnts, Marcu 16, 
1959 


ACTIVE RADIOTELEGRAPH CIRCUITS 
OPERATED BY 
GLOBE WIRELESS Ltd. 
MARCH 16, 1959 
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EXHIBIT C 
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FEDERAL COMMUNICATIONS COMMISSION 


Commorr Carrier: Bureat 


Internattonat Division 


ACTIVE AND INACTIVE DIRECT. INTERNATIONAL RADIOTELEGRAPH CIRCUITS 


AS OF MARCH 12, 1959 


Legend 


AACR = All America Cables & Radio, Inc. 

GW «= Globe Wireless Itd. 

MRT ‘Mackay Radio & Telegraph Co., Inc. 

PW. = Press Wireless, Inc. 

RCA = RCA Communications, Inc. 

SPRS = South Porto Rico Sugar Company 

TRT = Tropical Radio Telegraph Company 

US=-L -‘United States-Liberia Radio Corporation 
# = Circuft ‘authorized but not active 


Source of information - 
‘ReCCe Records 





AFGHANISTAN 

New York - Tangier-Kabul MRT Afghanistan Govt. Radio Station’ 

New York - Kubul * *MRT " " " n 
ARGENTINA 
New York - Buenos Aires MRT SsheRede and C,I.DeReAe2/ 

New York - Buenos jiires PW Board of Posts and Telecomnmuni- 

cations of the Govt. of argentina 

New York = Buenos Aires RCA Trans=Radio International 
ASCENSION ISLAND 

ew lork = Georgetown #Pul/ Cable and Wireless, Itd. 

New York - Georgétown #RCA " 8 8 " 
AUSTRALI, 

San Francisco = Sydney RCL Overseas Telecommnications Com, 

San Francisco - Melbourne*RCA Overseas Telecommunications Com, 
AUSTRIA 

ew York = Vienna MRT Radio austria 

" 


New York = Tangier = Vienna*MRT 





1/ Emergency circuit 


2/ Sociedad Anonima Radio Argentina; Compania Internacional de Radio (Arg.) 
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BAHAMAS 
““VWiami - Nassau 


TRT 
New Orleans - Nassau aTRTl/ 
BELGIAN CONGO 
New York - Leopoldville RCA 
BELGIUM 
New York - Brussels RCA 
New York = Tangier - 
Brussels #RCA 
BERMUDA 
New York - Hamilton MRT 
New York - Hamilton RGA 
BOLIVIA 
New York -:La Paz MRT 
BRAZIL 


New York =-Rio de Janeiro . MRT 
New York - Rio de Janeiro PW 
New York = Rio de Janeiro RCA 
New Orleans-Rio de Janeiro TRT 


BRITISH HONDURAS 


~ Be TRI 

New Orleans = Belize #TRT 
BULGARIA 

New York = Tangier=Sofia MRT 
CANADA 

New York - kiontreal #RCA 
CHILE 

New York - Santiago MRT 

New York ~ Santiago Pl 

New York ~ Santiago RCA 
CHINA 


“Sen Francisco - Shanghai GW 
San Francisco - Shanghai MRT 
San Francisco - Shanghai Pil 
San Francisco = Shanghai aay 
Monolulu.=— Shanghai #RCL 





Y Rnergency circuit. 


Government of Bahama Islands 
" n " un 


Radio Adm, of Belgian Congo 


Belgian Administration of T. & Te 


" ™ ne vw na 


Cable & Wireless, W.I., Ltd. 
Cable & Wireless, Wel. ltd. 


Comp, -Int. Radio de Boliviana 


Comp, Radio Int. do. Brazil 
Teleradio Brazileira, Ltda. 
Comp. R'tcleg. Braz. Soc. jin. 
" " u " tt. 


Government of British Honduras 
" " t " 


Administration PeTeT. 
Canadian Overseas Telecomm, Corp. 


Compania Internac. de Radio(Chile) 
Press liircless Chilena, Lida. 
Transradio Chilena 


Chinese. Govte--Radio Admins 
" 








COLOMBIA 
New York = Bogota MRT 
New York = Bogota RCA 
Miani = Bogota TRT 
Boston = Bogota #TRT 
COSTA RICA 
ami - San Jose TRT 
Boston = San Jose TRT 
CUBA 
New York - Havana a 
New York = Havana MT 
New York - Havana Pii 
New York = Havana RC&£ 
San Juan - Havana #ncal/ 
New Orleans -. Havana THT 
CURACAO, N. ¥. I. 
New York — Curacao RCA 
Ensenada = Curacao *SFRS 
CZECHOSLOVAKIA 
ew fork = Prague *MRT 
New York = Tangier = 
Prague Mit 
New York - Prague Pi 
New York = Prague ¥RCA 
New York - Tangier = 
Prague RCA 
DENMARK 
New York = Copenhagen MRT 
New York ~ Tangier=- 
Copenhagen WRT 
DOMINIC..N REPUBLIC 
ew York - C. Trujillo MRT 
New York = C,, Trujillo RCA 


San‘ Juan = C,. Trujillo  #*Rci2/ 
Enséhada - C. Trujillo SPRS 
Ensenada - La Romana SPRS 





1/ Enorgency circuit 
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AACR 
Min, Fe & Te, Rep, of Colombia 
Empresa, Nac, de Telecomm. 

" " " " 


Cia, Re de Internac. de C. R, 
uv 1 " " "nou n 


Cuban Wireless Corp. 
Radio Corporation of Cuba 


P. We of Cuba, Sele 

Cuba Transatlantic itadio Corp. 
Cuba Transatlantic Radio C.rp. 
Cuba Transatlantic Radio Corpse 


Gov, Radio and Tele, Admin. 
Government of Curacao 


Adm. of Posts and Telegraphs 


Gen, direktoratet for Post-Ag 
Telegrafvaesent 


Gen, direktoratet for Post-Ag 
Telegrafvaesent 


Dept. State Comm, & Public Works 
RCA 

RCA 

Government of-Dominican-Republic 
Central iiomana Corporation 
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¢ COMP. RET FP) 
BCUADOR 

New York = Quito RCA Min. of Comm. Government of Ecuador 
EGYPT | 

New York ~ Tangier = Cairo MRT Qversoas Tolecom:, Administration 

New York = Cairo *URT " u u 

New York =~ Tangier - Cairo RCA " " " 

New York - Cairo #RCA n " e 
ETHIOPIA 


New York - Tangier - 
Addis Ababa MRT 
New York = Addis Ababa #MRT 


FINLAND 
New York = a ar > 
Helsinki RCA 
New York = Helsink4 WiCA 
FORMOSA 
San Francisco -Taipe, GW 
San Franciscc -Taipet MRT 
San Francisco -Taipet Fi 
San Francisco -Taipet RGA 
FRANCE 
New York - Paris MRT 
New York = Tangier=Paris *RT 
New York = Paris PW 
New York = Paris RCA 


New York = Tangier=Paris ¥#RCA 
FRENCH WEST AFRICA 
New York = Dakar RCA 


New York = Tangier - 
Fi Frankfurt 


*MRT 
New York ~ Frankfurt MRT 
New York = Frankfurt PW 
New York =~ Berlin Pil 
New York = Tangier =. 
Frankfurt RCA 
New York = Frankfurt RCL 
GREECE 
New York = Tangicr=/thens RCA 
New York - Athens #RCA 
GREENLAND 
New York=Godthaab RCA 


Government of Ethiopia 
" u " 


Dept. of Rs & Tt. Govte of Finland 


Chinese Govt. Radio Admin. 
" ” " u 


n " fn " 
" a " " 


French Adm, P,T.T, 
French Adn. P,TeT, 
Min, des Postes, T.&T, 


French P.T.T. ithe 
" nan 


Director General of P. & Te 


German Federal Ministry 
German Federal Ministry for P, 
Gorman‘ Federal Ministry for P. 


German Federal Ministry or f § 
& 
& 


German Federal Ministry for P, & 


Te 
Te 
Te 
German Federal Ministry for P. & Te 


Government 'af. Greece 
Government of Greece 


Goverment of Greenland 
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GUADELOUPE 
3 - Destrellan *SPRS Government’ of ‘Guadeloupe 

GUAM 
“San Francisco -Guan RCA RCA 

Guan ~ Menila,. Po Ie RCA. RCA 

Guam ~ Honolulu #ncph/ RCA 
GUATEMALA 

New York --Guateomala City RCA TRI 

Boston - Guatemata City TRT TRI 


New Orleans - Guatemala 
; City TR 
New Orleans.- Puerto 
Barrios wrnt2/ 
Miami -Guatemala City ¥TRT 


HAITI 
Now York = Port-au-irince MRT 
New York = Port-au-Prince 
San Juan - Port-au-Prince xncal/ 


HAKAIT 
n Francisco = Honolulg Gi 
New York = Honoluly *GW 
Sen Francisco = Honolulu MRT 
New York - Honolulu wT 
San Francisco - Honclulu 3 RCA 
New York - Honolulu *#RCA 
Honululu = 
Manila, P. I. *onl/ 
Papecte, Tahiti *#RCA 
Shanghai, China #nca 
Manila, P. I. RCL 
Tokyc, Japan *RCA 
Guam i 
pialertes donesja x8 
oe eer * 
HONDUitsAS 
Boston = la Lima TRT 
New Orleans-La Lima TRT 
Miami - Tegucigalpa TRT 
New Orleans = Tela iT 
a. 
ork - ee - 
dapest MRT 
New York - ian ERT 





1/ Emergency circuit 


Republic of Haiti 
RCA 
RCA 


Gi 
Gil 
MRT 
UT 
RCA 
RCA 


Gi 

French Adm. Fr. Te & Te 

Radio Adm. Chinese Nate Govt. 
RCA 

Kokusai Denshin Denwa Co., Ltd. 
’ 

Rhee. idm. of Hep. of Indonesia 
Teleg. Adm. of ep. of Indonesia 


TRI 
TRI 
TRT 
TRT 


Administration of P. & Te 
Administration of P. & Te 
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ICELAND 
New York - Reykjavik RCA 


INDIA 
New York - Tangier - Bombay. MRT 
New York - Bombay WRT 
New York ~ Tangier=-Bombay RCA 


INDONESIA 
- San Francisco = Djakarta *RCA 
San Francisco - Bandoeng #RCA 


Honolulu - Bandoeng wnca 

Honolulu = Djakarta #rcal/ 
TRAN 

New York ~ Tangier=-Teheran RCA 

New York -Teheran *RCA 


IRLQ 
ew York - Tangier=Baghdad RCA 
New York = Baghdad ¥RCA 


ISRAEL 
New York = Tangier-Tel Aviv *MT 


New York = Tel Aviv WRT 
ITALY 

New York = Rome MRT 

New York -Tangier=Rome WRT 

New York = Rome Pal 

New York - Rome, RCA 

New York = Tangier -Rome #RCA 
JIMAIC 

= Kingston TRI 

JAPAN 

San Francisco=Tokyo MRT 

San Francisco-Tokyo Pu 

San Francisco=Tokyo RCA 

Honolulu -Tokyo #RCA 





VY Bnergency circuit. 


40287 O—59——_5 


.P.& T. Administration of Iceland 


Govt. India Overseas Comm, Service 
" n nr n tf 


" n " n t 


The Admin, cf PIT,Rep. of Indonesia 
@ non e n 


Ministry of Pp. Te. & Te 
" 


" n Li ut 


Governnent of Iraq 
n u " 


Gcvernnent of Israel 
" " " 


Italoable 
Italcable 
Radio Stampa 
Italcable 
Italcable 


Cable & ‘Jireless (West Indies) Ltd. 
Kokusai Denshin Denwa Co., ltd. 
fn n " " n 
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CIECUTT ___ COMPANY FOREIGN TERMINAL OPERATING AGENCY 


, 
‘\ 


San Francisco = Seoul KCA 


New York - Tangier - 
Beirut 
New York = Beirut 


New York = Monrovia 
Akron - Harbel 


San Juan - Fort de 
France 

New York = Fort de 
France 


0 


New York = Mexico City 


RCA 
#*RCA 


RCA 
US=-L 


PW 


New York = Mexico City RCA 


New Orleans = Mexico 
City 
New Orleans - Merida 


MOnOCCO 
New York - Tangier 
New York = Tangier 


New York = Tangier - 
ansterdan 

New York - Ansterdan 

New York = iAmsterdan 

New York - Tangier - 
Ansterdan 


NEW CALEDONTA 
San Francisco=-Nounea 


San Francisco 
n sco - 
Wellington 


New Orleans-Managua’ 
Boston =- Managua 


New Orleans-Hheflelds 


we tak = 


~ Calo 


Tangier 
New York = Oslo 
Energency circuit 


TRT 
TRI 


MRT 
RCA 


MiT 
*MNT 
RCA 


*RCA 


CA 


RCA 


TRI 
*TRTL/ 


*TRT}/ 


RCA 
*NOA 


Republic of Korea 
Compagnie Radio-Orient 
" n " 


Government of Liberia 
United States-Liberia hadio Corp. 


French Adm. of P.T. & T. 


" " nn nn wh 


Sec. de Comm. y Obras Publicds 
Mexican Telegraph Administration 


Government of Mexico 
" " ' 


MRT 
RCA 


Administration of P.T.&T. 
n " " 


" " tow oan 


Director General of P, &@ T, 


New Zealand P. & T. Dept. 
TRT 
n 


" 


Governnent of Norway 
Government of Norway 
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E TERM PERATING .GENC 
OKINAWA 
San Francisco -_Qkinawa RCK-- -——-—-ROA- For -Ryukyus Provistonal Govt. 
PAKISTAN ; 
ew York ~ Tangier-Karachi RCA Govt. of Pakistan 
New York - Karachi ¥*RCA Govt. of Pakistan 
PANAMA 
“New York - Panama City RCA TRI 
Miami - Panama City * ¥IRT TRI 
Boston=Panama City TRT TRT 
New Orleans-anama City TRI TRT 
Miami - Puerto: Armelles *TRT Chiriqui Land Company 
PATU.GUAY 
New York-Asuncion *#URT Government of Paraguay 
New York-.isuncion RCAC : . 
PERU 
New York - Lima MRT £i,.CR 
PHILIPPINES 
renciseco — Manila Gi Gi 
Hcnolulu-Hanila x@vl/ cw 
San ‘Francisco-Manila MRT AMT 
San Francisco=Manila FW rhilippine Press Wireless, Inc. 
fan Francisco-Manila RCA RCA 
Guam=Manila RCA RCA 
Honolulu-iianila RCA RCA 
New York=Tangier-iianila #RCA RCA 
POLAND 
New York-Tangier-Warsaw *RCA Min, of P, & T. “Rep. of Poland 
New York - Warsaw RCA . 8 & ee :...&. 2 
PORTUGAL 
New York = Lisbon MRT Comp. Portugueza iiadio Marconi 
New York = Lisbon RCA « ® 8 8 
New York-Tangier-Lisbon ¥RCA " * 8 8 
New York-Azores~Lisbon #R ° . . ° 
New York=C.Verde Is.-Lisbon #*RCAL/ " " " mn 





V/ Energency circuit. 








PUERTO RICO 
ew York = San Juan 
New York ~ San Juan 
New Orleans - San Juan 
San Juan = 
St. Thomas and 
St. Croix, V.I. 


MRT. 
RCA 
TRT 


ACR 


Ft. de France, Martinique RCA 


Havana, Cuba 


Ciudad Trujillo, Dom.: Kheps*i 


Port-au-Prince, Haiti 
Ensenada - 

Ciudad Trujillo, Dom.Rep. 

Curacao, Nel!.I. 

Destrellan, Guadeloupe 

IaGuaira, Venezuela 

La Romana, Dom, Rep. 


ROM.NIA 
New York-Tangier-Bucharest 
New York-Bucharest 


SALVADOR 
New York-San Salvador 
New Orleans-San Salvador 
Boston=San Salvador 


SAUDI ARABIA 
ev, York-Tangier-Jidda 
New York - Jidda 


SPAIN 
“New York-Madrid 
New York-Madrid 
New York-Barcelona 
New York-Tangier-iMadrid 





1/ Emergency circuit 


#rcal/ 


SPRS 
*SPRS 
#SPRS 
#SPRS 

SPs 


MRT 
*MRT 


MRT 
TRI 
*TRT 


*MRT 


MRT 
RCA 
NCA 
*RCA 
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44CR at San Juan 
RCA 
RCA at San Juan 


AACR 

French Adm, of P.T. & T. 

Cuba Transatlantic Radio Corp. 
RGA 

RCA 


Government of Dominican Republic 
Government of Curacao 
Governnent of ,Guadeloupe 
Government of Venezuela 

Central Romana Corporation 


Adm. of Pe “ Rs Romania 
Adm of P. & Te Romania 


Govt. of iiepublic of El Salvador 
Govt. of El Salvador 
Govt. of El Salvador 


Government of Saudi Arabia 
Government of Saudi Arabia 


Compania Internacivonal Radio Espanola 
Transradio Espancle, SeAe 
Transradio Espariole, S.A. 
Transradio Espanole, S.Ae 
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SURINAM 

New York = Paraindribo RCA 
SWEDEN 

Now York-Tangier=Stockholm RCA 

New York-Stockholn #RCA 
SWITZERLAND 

ew York=Geneva 2PY 

New York=Geneva ¥RCA 

New York=Berne RCA 

New York-Tangier=Berne *NCA 
SYRIA 

New York-Tangier=Damascus RCA 

New York-Damascus #RCA 
TAHITI 

San Francisco = Papeete RCA 

Honolulu = Papeete #RCA 
THAILAND 


San Francisco = Bangkok #RCA 


TURKEY 
New York - Tangier - Istanbul RCA 
New York = Istanbul FRCL 


UNION OF SOUTH AFRICA 
cw York = Capetown RCA 
New York. - Tangier=Capetown #RCA 


UNITED KINGDOM 
ew York = Londcn MRT 
New York = Tangier-Llondon *MRT 
New York = London Ww 
New York-London RCA 
New York-Tangier-London RCA 


Government of Surinam 


Swedish Telecommunications Adm. 
Swedish Telecommunications Adm. 


Radio Suisse 
Radio Suisse 
Radio Suisse 
Radio Suisse 


Govt. of the Syrian Repey P.T.&Te 
Govt. of the Syrian ‘Repe, Pel o&Teo 


French Adm. P. T. & Te 
French Adm. Pe Ta & Te 


Director Gen. of Posts & Tele. 
Govt. of Thailand 


Government of Turkey 
Government of Turkey 


Dept. of Posts and Telegraphs 
Dept. of Posts and Telegrephs 


United Kingdom Post Office 
United Kingdom Post Office 
United Kingdom Post Office 
United Kingdom Post Office 
United Kingdom Prost Office 








66 





MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 





URUGUAY 
New York = Montevideo MRT 
New York = Montevideo PW 
U.SeSelte 
ew fork - Tangier - Moscow MRT 
New York - Moscow wWMT 
New York = Moscow Pl 
New York=Tangier=Musccw nCA 
New York-lMoscow WICL 


VATICAN CITY 
New York = Tangier-Vatican MRT 


City 

New York-Vatican City WRT 
VENEZUELA 

New York-Caracas ~ RCA 

New York-Maracaibo RCA 

Ensenada=LaGuaira *SPRS 
VIET=-NAM 

San Francisco-Saigon RCL 


VIRGIN ISLANDS: 
an Juan = St. Thomas and 
Ste Croix AACR 


YUGOSLAVIA 
ov York-TangicrBelgrade RCA 
New York=Belrrade FRCL 


Direcci:n General del servicio 
de Transmisiones 
P. We Uruguaya, Ltda. 


Ministry of Pe. & Elec. Comm. 
(Minsviaz ) 

Ministry of Pe & Elec. Comme 
(Minsviaz ) 

Ministry of P.&T. of the U,S.S.]. 
Union of Scviet and Socialist Rep. 
Union of Soviet and Socialist Rep. 


Estate de la Citta del Vaticano 


Estate de la Citta del Vaticano 


Government of Venezuela 
Governnent of Venezuela 
Government of Venezuela 


Government of Vict-Nan 


&4CR 


Adninistration of P.T&T, 
Administration of P.T&T.s 
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EXHIBIT D 69783 


NORMAL ROUTING OF INTERNATIONAL TELEGRAPH TRAFFIC BETWEEN THE CONTINENTAL 
UNITED STATES AND OVERSEAS AND FOREIGN POINTS 


February 16, 1959 


Federal Communications Commission 
Common Carrier Bureau 
International Division 


Source of Information - 
FCC Records 


Explanatory Notes for Attached List 


This list shows the normal routing of message telegraph traffie 

handled by each United States international telegraph carrier from the 
t ted States to overseas and foreign points, Generally, the 

routing of traffic from overseas and foreign points to the United States is 
the same as the outbound routes. However, inbound traffic under the control 
of foreign operating agencies may be routed as those agencies desire. This 
list shows the routes for only those United States carriers which actually 
transmit the traffic from the United States to the overseas or foreign point 
involved, or to some intermediate transfer point located outside the United 
States. 


Where a United States carrier transmits traffic from the United 
States to the country of destination, Column 3 shows the city or cities in 
the United States from which the traffic is transmitted, the name of the 
foreign point, and the name of the company or administration operating at 
the foreign point. In addition, parenthetical notes such as "(continuous)" 
and "(__ hours)" indicate the approximate hours of service during the normal 
business day; "(Scheduled)" indicates that the circuit is operated on a pre- 
arranged scheduled basis, As an example, for Chile (Column 1), MRT (Colum 2) 
it is indicated in Colum 3 that MRT transmits its traffic from New York to 
Santiago where the traffic is handled by Compania Internacional de Radio(Chile} 
the commmnication service is normally available 14 hours per day. 





THIS LIST IS NOT INTENDED TO SHOW THE NUMBER OF CHANNELS BETWEEN THE POINTS 


OR COMPARATIVE QUALITY OF TELEGRAPH SERVICE RENDERED BY THE COMPANIES. 
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“here the trafiic is transaitted to an irtermeciate foreizn point by 
a Unitec States company and is transferred at that point to another United 
States company for omard transmission, the intermediate point of transfer 
anc the name of the comoany is shown, as vell as tue ultimate destination 
anc operating acency at,tne latter point. For example, for Salvacor 
(Column 1), RCA (Coluvm'2); it.is inicated in Column 3 that °CA transmits 
traffic from New York’ to Tropical Radio in Guatemala City at which point 
Trovicel Radio transmits the traffic to the government at San Salvador, 
Salvacor, 


“here the traffic is transferrec at an internediate foreign point to 
a foreign agency for further transmission, the intermediate voint of transfer 
anc the names of the companies receiving and forwarttine’ the traffic at such 
point are shown. For example, for Hun-ary (Colum 1), FP’ (Column 2), it is 
incicated in Column 3 that Press “‘ireless transmits traffic from New York 
to the governient agericy in Prague at “hich point the traffic {s transmitted 
to destination by the Czechoslovakian sovernment. 


Fully automatic relays, -whether operate by United States or foreign 
comanies at interniediate points, | are not shdwn in Colum 3... Examples for 
this case are Puerto Rico (Column 1), "U (Column 2), reads in Column 3 
"New York - ‘San Juan and Ponce, Cé"" ‘which does ‘not indicate the ‘autonatic 
relays at Havana arid Xirigston, Jamaica. | 


‘here tape relays are operated at intermeciate points by United States 
carriers, this information is shorm by the name of. the point, follored by 
"(Tape)" ‘ahe the name of the’ co:pany. operatinc the tape relays For example, 
for Colombia (Column 1), it is shor in Column 3 that ACER RACR (Colujmn 2) 
operates @ circvit from New York to Dalboa where the traffic is tape relayed, 
to Columbia’ by ‘AACR. 


Nornally, tape or manual relays operated by foreipn agencies. beyond 
the: »oints of transfer of traffic by United States carriers’ are not shown in 
Column 3. For example, for Finland (Column 1), for ‘C&R CCC’ (Column 2), the 
tape or manual relays thet may be operate? by Great, Yorthern bevond the 
Comhercial Cable transfer point at London, are not, dncigated. Hovever, such 
information is shown for the Caribbean and South American re;ions, for 


example, for Argentina (Column 1), it is shown that for Western Union (Column 2} 


a tape relay is opereted in Brazil by C:' 














r 
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Abbreviations and primary service rendered by United States companies. 


AC&R = American Cable & Radio Corporation (operating companies: 
AACR, CCC, and MRT) 

AACR =~ ill America Cables & Radio, Inc. = cable and radio, telegraph 
The Commercial Cable Company - cable telegraph 

Globe Wireless Ltd. = radiotelegraph 

Mackay Radio & Telegraph Co., Inc. - radiotelegraph 
Press Wireless, Inc. - press radiotelegraph: 

RCA Communications, Inc. - radiotelegraph 

Tropical Radio Telegraph Company - radiotelegraph 

United States-Liberia Radio Corporation - radiotelegraph 
The Western Union Telegraph Company = cable telegraph 


Abbreviations for foreign operating agencies. 
C&W 


ccc 
GW 
MRT 
Pw 
RCA 
TRT 
USL 
wu 


CPR 


French 


Govt 


Cable & Wireless, Ltd. and associated companies 
Canadian Pacific Railway 

The French Telegraph Cable Company 

Foreign government administration operating telegraph 
facilities. 


Other Abbreviations, 


(Tape) - 


Tape Relay Operation. An operation wherein the incoming 
Signals are received at an intermediate relay station in 
the form of perforated tape by means of which the signals 
are transmitted from the relay station. The outgoing 
transmitter associated with the receiving reperforator may 
be located either immediately adjacent to the reperforator 
or some distance removed therefrom, 
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COUN TRY CARRIER NORMAL ROUTING AND REMARKS 
AFGHANISTAN AC&R MRT New York-Tangier, MRT-Kabul, Govt (Scheduled) 
French New York-London, French-Cé&di 
RCA New York-Tangicr, RCA-Karachi, Govt—Govt 
WU New York-London, Cki/-Govt 
NLA 4&C&R CCC New York-London, CCC-Govt (If routed CCC) 
MRT New York-London, Govt-Govt (Unless routed CCC) 
French New York-Paris, French-Govt 
RCA New York-Tangier, RCa-Prague, Govt—Govt 
Wu New York-Paris, Govt-Govt 
ARGENTINA AC&R AACR jew York~Buenos Aires, .VACR (Continuous) 
MRT New York-Buenos aires, Sociedad in. Radio 
Argentina (174 hours) and Comp. Int. de 
Radio (\rg.) (Continuous) 
PW New York-Buenos Aires, Govt (Continuous) 
PCA New York-Buenos Aires, Transradio Interna- 
cional (Continuous) 
TT New Orleans-Rio de Janeiro, Comp. R!teleg. 
Braz. Soc. «ne-Italcable 
Wu New York-Brazil (Tape), CAi-Buenos Aires, 
C%ii (Continuous) 
sUSTRALLA 1C&R CCC New York-St. John's, CCC-Montreal, CCC-CPR 
MRT New York-London, Govt-Céi¥ 
French New York-London, French-C&w 
Gi San Francisco-Manila, GiW—CéiW 
RCA San Francisco-Sydney, Overseas 
Telecommmiication Cormission (,\ustralia) 
(Continuous ) 
WU New York=London, C&li=C27 





NOT INTENDED TO SHOY 
COMPARATIVE QUALITY OF SERVICE 
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eae ee eee 
AUSTRIA ACER MRT New York-Vienna, Radio Austria (Continuous) 
French New York-Paris, French-Govt 
PY New Yor-Prague, Govt-Govt 
RCA New York-Londcon, Govt-Govt 
“WU New York-London, Cé!:-Govt 
AZORES ACCR CCC New York-Horta, CcC(Continuous) (If routed 
MRT + Portugese Marconi-Govt 
(Unless routed CCC) 
French New York-London, French-C'' 
RCA New York-Lisbon, Portuguese ‘i.arconi-Govt 
wu New Yor«-Horta, 'U (Continuous) 
BAMAiiAS ACER AACR a New Yeredteherente Point (Tape) » AaCRe 
Santiazo, AACR-C2!’ 
RCA New York=P-nini City (Tape), TRI-itiami 
(Tape), TRT-i!assau, Govt 
TRT Miani-Nassau, Govt (Continuous) 
NU New YorkeKin¢ston (Tape), Cc'’-iassau, Govt 
BARBADOS AC?R AacR Hew York-Fisher wate Point (Tape), AaCR- 
Santiaro, A.cR-C.W 
RCA New York-San Juan, RCA-Cé*' 
“U New York=Barbacos, 'U (Continuous) 





_-—— a ell 





ee ee a 


Of I. T: DED TO SYOV’ 
CO PARATIV’ QUALITY OF STRVISE 
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(2) (2) (3) 

BELGIAN C&R CCC New York-Landon, CCC-C&W (If routed CCC) 
CONGO MRT New York-London, Govt-CaW (Unless routed CCC) 
French New York-Paris, French-Cé&W 

RGA. New York-Leopoldville, Govt (Scheduled) 
WU New YorkeLondon, C&W=-C&W 
BELGIUM aC&R ‘cc New York-London, CCC=-Brussels and Antwerp, CCC 
French New York-Paris, French-Govt 
RGA Nev; York-Brussels, Govt (Continuous) 
wu Nev York-London, WU=-Brussels and intwerp, WU 
(Continuous ) 
BERMUDA AC&R CCC New York-St. John's, CCC-Halifax, CFR-C#li 
MRT New York-Hamilton, C&W (Scheduled) 
RCA New York-Hamilton, C2W (Scheduled) 
WU New York-Jamaica (Tape), Céli-Hamilton, Ci 
(18 hours) 

BOLIVL. iC&R AACR New York-Balboa (Tape), iu.CR-Lima (Tape), 
AACR-Iquique (Tape), A/.CR-La Paz and 2 
other points, A\CR (15 hours) 

LRT New York-La Paz, Compania Radio Bolivia 
(Scheduled) 
RCA New York-Buenos iires, Transradio Interna- 
cional-Govt 
WU New York-Barbados (Tape), C&W-Lima, 


W=Cé, AT 





NOT INTENDED TO SHQi 


COMPARATIVE QUILITY OF SERVICE 
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BRAZIL ACER AACR New York-Rio de Janeiro and 2 other points, | 
LACR; south, no relay (8 hours), tape 
relay at Buenos Aires,.4iCR (16 hours); 
north, tape relay at Buenos sires, ACR 
(Continuous) 

LRT New York-Rio de Janeiro, Compania Radio Int. 
do Brazil (Continuous) 


Fw New York-Rio de Janeiro,Teleradio Brazileira 
(15 hours); or New York-iiontevideo, . 
PW of Urug.e-Rio de Janeiro,Teleradio Bracileria 
RCA New York-Rio de Janeiro, Comp, R'teleg. Braz, 
Soc. in. (Continuous) 











RT New Orleans-RioJaneiro, Comp. R' teleg. 
Braz. Soc. An. (16 hours) 
WU New York-Rio de Janeiro & 9 other points, 
C&W (Continuous) 
BRITISH aC&R CCC New York-London, CCC-C&W (If routed CCC) 
EAST MRT New York-London, Govt-CW (Unless routed CCC) 
AFRICA 
French New York-London, French-Céii 
RCi. New York-London, Govt-Cail 
WU New York-London, C&iW-C&il 
BRITISH 4C&R JACR New York~-Fisherman's Point (Tape), jiCR- 
GUIANA Santiago, {ACR=C&ii 
RCA New York-Paramraribo, Govt-Govt 
WU New York-Barbados, WU<C&l/ 
BRITISH 4C&R iLACR New York-Fishernan's Point (‘lape), -..CR- 
HONDURAS Santiago, .J.CR-C&iv 
RCA New York- Panems City (Tape) , PRT-Tegucigalpa 
(Tape) ‘TRT-Belizc, Govt 


TT Miami-Belize, Govt (15 hours) 





NOT INTENDED TO SHGI 
COMPARATIVE QUALITY OF SERVICE 
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New York-London, CCC-C&W (If routed CCC) 











BRITISH AC&R CCC 
- Ail MRT New York-London, Govt-C&éW (Unless routed CCC) 
French New York-London, French-C&W 
RCA New York-London, Govt-C&il 
wu New York-London, C&W-C&W 
BULGARIA AC&R MRT New York-Tangier, MRT-Sofia, Govt (Scheduled) 
French New York-Paris, French-Govt 
RCA New York-London, Govt-Govt 
wu New York-Paris, Govt-Govt 
BURMA AC&R CCC New York-London, CCC-CéW (If routed CCC) 
MRT New York-London, Govt-C&W (Unless routed CCC) 
French New York-London, French-C&W 
GW San Francisco-Manila, GW-C& 
RCA San Francisco-Manila (Tape), RCA-Rangoon, 
Gavt (Scheduled) 
wo New York-London, C&W-C&W 
CEYLON AC&R CCC New York-London, CCC-C& (If routed CCC) 
MRT New York-London, Govt-C&W (Unless routed CCC) 
French New York-London, French-C& 
GW San Francisco-Manila, GW-C&W 
RCA New York-London, Govt-C&il 
wo New York-London, Cé&il-C&W 


LO EC A 
NOT INTENDED TO SHOW COMPARATIVE QUALITY OF SERVICE 
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CHILE ACER AACK New York-Valparaiso and 7 other points, AACR; 
north, tape relays at Lim and Balboa, 
AACR tcontimous 
MeT New York-Santiago, Compania Internac, de Radio 


(Chile) (14 hours) 


PW New. York-Santiago, Presa Wireless Chilena 
(18 hours); or New York-Montevideo, 
PW of Urug.-Santiago, Press Wireless Chilena 


RCA New York-Santiago, Transradio Chilena (16 hours) 
wu New York«Brazil (Tape), C&Wv-Buenos Aires(Tape), 


C&W-Santiago and 6 other points, C&i; north, 
manual relay at Buenos Aires (Contimous) 





CHINA ACA! MRT Sah Frahcisco-Shanghat, Govt (Scheduled) ; 
San‘ Fran¢isco-Taipei, Govt (21 hours) 
Gu San’ Frahéisco-Shanghai, Govt (Scheduled) ; 
or San Francisco-Manila, GW-Shanghai, Govt 
(Schediled) ~ 


San Francisco-Taipei, Govt (17 hours) 
or ‘San Francisco-Manila, GW-Taipei, Govt 
(20 -hours) ® 


PW San Francisco-Taipei, Govt (Continuous) 
San. Francisco-Shanghai,- Govt- (Scheduled) 


RCA San Francisco-Shanghai,, Govt (Scheduled) ; 
or San Francisco-Manila, RCA-Shanghai, Govt. 
San Francisco-Taipei, Govt -(Contimous) 





COLOMBIA AC&R AACR, ‘New York-Balboa (Tape), AACR-Bogota and 5 other 
points, AACR (16 hours) 
MRT New York-Bogota, AACR (15 hours) 


Pw . New ¥ork-Montevideo, PW of Urug-Bogota, 
._Empresa.Nac. de .Telecomm. 


RCA New York-Bogota, Govt (17 hours) 
TRT Miami-Bogota, Govt (16 hours) 


wu New York-Havana, AACR-Balboa (Tape), AACR- 
Bogota, AACR 





NOT INTENDED TO SHOW COMPARATIVE QUALITY OF SERVICE 
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COSTA RICA AC&R AACR New York-Balboa (Tape), AACR-San Jose and 2 
other points, AACR (15 hours) 








RCA New York-Panama City (Tape), TRT-San Jose, 
Compania Radiografica Internacional de Costa Rica 
TRT Boston and Miami-San Jose and 4 other points, 
Compania Radiografica Internacional de Costa Rica 
(15 hours) 
CUBA AC&R AACR New York-Havana & 2 other points, AACR(Contimous) 
MRT New York-Havana, Radio Corporation of Cuba 
(20 hours) 
GW New York-Havana, Cuban Wireless Corp. (15 hours) 
PW New York-Havana, P.W. of Cuba, S.A. (18 hours) 
RCA New York-Havana, Cuba Transatlantic Radio Corp. 
(19 hours) 
TRT New Orleans-Havana, Cuba Transatlantic Radio 
Corp. (15 hours) 
wu New York-Havana, WU (Continous) 
CURACAO, AC&R AACR New York-Curacao 
NETHERLANDS and one other point, AACR; north, 
ANTILLES tape relay at Ciudad Trujillo, AACR (21 hours) 
RCA New York-Guracao, Govt (Continuous) 
wu New York-Havana, AACR-Fisherman's Point (Tape), 


AACK=Curacao, AACR 





NOT INTENDED TO SHOW COMPARATIVE QUALITY OF SERVICE 
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CZECHOSLOVAKIA AC&H™ MRT 


‘New York-Tangier, MRT-Prague, Govt (13 hours) 





French New York-Paris, French-Govt 
Pw New York-Prague, Govt (Contimous); or New York- 
Montevideo, PW of Urug.-PW of Urug. 
ROA New York-Tangier (Tape), RCA-Prague, Govt 
(Scheduied) 
Wu. New. York-Paris, -Gevt-Gevt 
DENMARK. AC&R. CCC New York-London, CCC-Great Northern 
MRT New York-Copenhagen, Govt (Contimous) 
French New York-London; French-Great Northern 
RCA New York-Oslo, Govt-Govt 
wu New York-London, WU-Great Northern 
DOMINICAN AC&R AACR New York-Ciudad Trujillo 
REPUBLIC and-4 other points, AACR (21 hours) 
MRT New York+Ciudad Trujillo, Govt (12 hours) 
RCA Wew York-Ciudad Trujillo, RCA (19 heurs) 
wu New York-Hayana, AACR-Fisherman's Point (Tape), 


AACR-Ciudad Trujillo, AACR 





40287 O—59——-6 


NOT INTENDED TO SHOW COMPARATIVE QUALITY OF SERVICE 
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ECUADOR AC&R AACR New York-Balboa (Tape), AACR-Salinas and 2 other 
points, AACR (Contimous) 











RCA New York-Quito, Govt (14 hours) 
TRT New Orleans-Panama City (Tape) ,TRT-Quito, 
Govt (14 hours) 
wu New York-Havana, AACR-Balboa (Tape), AACR-Salinas, 
AACR 
EGYPT AC&R MRT New York-Tangier, MRT-Cairo, Govt (2$ hours) 
French New York-London, French-C& 
RCA New York-Tangier (Tape), RCA-Cairo, Govt 
22 hours) 
wu New York-Azores (Tape), WU-Rome, Italcable- 
Italcable 
ETHIOPIA AC&R MRT New York-Tangier, MRT-Addis Ababa, Govt 
(Scheduled) 
French New York-London, French-C&W 
RCA New York-London, Govt-C&w 
Ww New York-Azores (Tape), WU-Rome, Italcable- 
Italcable 
FINLAND AC&R CCC New York-London, CCC-Great Northern 
MRT New York-London, Govt-Govt 
French New York-London, French-Great Northern 
RCA New York-Tangier (Tape), RCA-Helsinki, Govt 
(22 hours) 
wu New York-London, WU-Great Northern; or New York- 


Azores (Tape), WU-Rome, Italcable-Italcable 





NOT INTENDED TO SHOW COMPARATIVE QUALITY OF SERVICE 
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FRANCE ACAR CCC New York-Paris, Govt (Continue) 
LRT New Yorx~Paris, Govt (Continuous) 
French New: York-Havre & Paris, French (Continuous) 
Pu New York-Paris, Govt (Continuous) 
RC. New York-Paris, Govt (Continuous) 
Wu Nev: York=Paris, Govt (Continuous) 
rn pene tee oy 
FRENCH alek CCC New York-Paris, Geyt-Govt (Unless routed iRT) 
AFRICA LRT New York-Paris, Govt-Govt (If routed !RT) 
French Nev: York-Paris, French-Govt 
RCL New York-Paris, Govt-Govt; New York-Dakar, 
Govt (Scheduled) 3 or New York-London, 
Govt=C2i7 
wu Nev. York-Paris, Govt-Govt 
FRENCH ACkR iu.CR New York-Fishernan's Point (Tape), i.CR= 
CULLN. Santiago, :v.CR-Céii 
Ca New York-San Juan, RCi-Fort de France, Govt-Govt 
“U New York=Partados, C::i-Govt 
Gihaw NY iC2R CCC Nev. York-Paris Govt -Frankfurt, Govt (Continuous ) 
(If routed CCC) 
iakT Nev York-Fran:tyrt, Govt 


(Continuous) (unless routed CCC) 


French Nev York-Paris, French=Govt 

Pui New York-Frankfurt and Berlin, Govt (Continuous) 
RCA Nev; York-Frankfurt, Govt (Continuous) 

ww New York-®yankfurt.,. Govt” (Contimons); vest, 


automatic tape relay at Cherbourg. 





NOT INTENDED TO SHG: 
COMPAR. ITIVE QUALITY OF SERVICE 
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GREECE AC&R CCC New York-London, CCC-C&W 
MRT New York-London, C&W-C&W 
French New York-London, French-C&/ 
RCA New York-Tangier (Tape), RCA-Athens, Govt 
(19 hours) 
WU New York-London, C&J-C&li 
GREENL.:.ND AC&R CCC New York-London, CCC-Govt (If routed CCC) 
MRT New York-London, C&lJ-Govt (Unless routed CCC) 
RCA New Yor’-Godthaab, Govt (Scheduled) 
WU New York-London, 'JU-Great Northern 
GUAM RCA San Francisco-Agana, RCA (15 hours); or 
San Francisco-Manila (Tape), RCA-Agana, RCA 
GUATEMALA AC&R AACR New York-Balboa (Tape), AACR-Guatemala City 
and San Jose, AACR; north, additional tape 
relay at San Juan del Sur (16 hours) 
RCA New York-Guatemala City, TRT (18 hours) 
TRT Boston and New Orleans-Guatemala City and 
2 other points, TRT (18 hours) 
HAITI ACéR AACR New York-Fisherman's Point (Tape), 
AACR-Port au Prince, AACR (14 hours) 
MRT New York-Port au Prince, Govt (13 hours) 
RCA New York-Port au Prince, RCA (14 hours) 
wu New York- 
Havana, AACR-Fisherman's Point (Tape), 
AACR-Port au Prince, AACR 
HAWAII AC&R MRT San Francisco-Honolulu, MRT (Contimous) 
Gw San Francisco-Honolulu, GW (Continuous) 
RCA San Francisco-Honolulu, RCA (Continuous) 





NOT INTENDED TO SHOW 
COMPARATIVE QUALITY OF SERVICE 
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HONDUR.S wC&R iiCR New York-Relboa (Tape), /u.CR-San Salvedor, 
&JCR-Govt; north, additional tave relay at 
San Juan del Sur (16 hours) 











RC. Nex: York= pounsm City (Tape), THT. 
Tegucigalpa, iRT 
TRT Boston, New Orleans and Miami- Tegucizalpa, and 4 
other noint~ in Honduras, TiT (14 x0%r ) 
HONG KONG aC&R CCC New York-London, CCC-Céii 
RT San Francisco-lanila, NRT-Cél 
French New York-London, French-C&il 
Gi San Francisco-lianila, Gi-C'si 
RCL San Francisco-iianila (Tape), RCA-tong Kong, Cai 
(Continous) 
VU New York-London, C&iW=C&ti 
HUNGARY LCéR RT News YorkeTangier, MRT-Budapest, Govt (Scheduled) 
French Nev. York-Paris, French-Govt 
re New York=Prague, Govt-Govt 
RCs New York-Rome, Italcable-Govt 
VU New York-Paris, Goyt-Govt 
ICEL.ND AC&R CCC New YorkeLondon, CCC-Great Northern (If routed 
occ) 
URT Now York-London, Govt-Govt (Unless routed CCC) 
ROA New York-Reykjavik, Govt (Cont: ruovs) 
iv New York-London, «:U-Great Northern 





NOT INTENDED TO SHG! 
CQMPLARA.TIVE QU.LITY OF SERVICE 
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INDIA AC&R MRT New York-Tangier, MRT-Bombay, Govt (Continuous) 
French New York-London, French-CéW 
Gi San Francisco-Manila, Gi!-C&! 
RCA New York-Tangier (Tape), RCA-Bombay, Govt 
(Contimous) 
WU New York-London, C&J/-Govt 
INDONES I\ AC&R MRT San Francisco-Manila, MRT=c@&) 
French New York-London, French-Cél! 
GW San Francisco-Manila, GW-C&/ 
RCA San Francisco-Manila (Tape), RCA-Djakarta, 
Govt (19 hours) 
WU New York-London, C&V~Cél/ 
——— ao ~ } 
IRAN AC&R CCC New York-London, CCC-CéW (If routed CCC) 
MRT New York-London, Govt-C&W (Unless routed CCC) 
French New York-London, French-CéW 
RCA New York-Tangier (Tape), RCA-Teheran, Govt 
Wetinnees! 
wu New York-London, Cé&W-C&W 
a en ee re ee a ane ee -~- 
TRAQ AC&R =RT New York-Tangier, MRT-Cairo, Egyptian Marconi- 
C& 
French New YorkeLondon, French-Cél/ 
RCA New York-Tangier (Tape), RCA~Baghdad, Govt 
(21 hours) 
WU New York-London, C&W-C&W 


NOT INTENDED TO SHOW 
COMPARATIVE QUALITY OF SERVICE 
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TRELAND C&R CCC New Yorkei/aterville, CCC (Continuous) 
LRT New York-London, Govt-Govt 
French New York-London, French-Govt 
RCi. Nev; York-London, Govt-Govt 
WwW New York-Valentia and Belfast, WU (Continuous) 
IS!U.EL aGeR Rt New York=J§ «n> (t pe), Sovte Tel wiv, 
Sovt (Continca-) - 
French New York-London, French-Cai! 
Gi San Francisco-iianila, (ii-Céaé 
RCA New York-Rome (Tape), Italcable-Tel Aviv, Govt 
WU lew York-Azores.(Tape), WU-Rome, Italeable-Govt 
ITAL a0sR CCC “err York-London, G°C-Ciii (If routed CCC) 
AFR... iR®? New York-London, Govt-C*i; (Unless routed ccc) 
French New YorkeFaris, French-Cort 
FCa ew York-London, Govt-C?\. 
WU New York=Azores (Tape), WU-Rome, Italcable-Covt 
ITALY CGR CCC New York=..z0res, CCC-Italcable 
:RT New York-Rome, Italeable (Continuous) 
French New York-Paris, French-Govt 
Pi New York-Rome, Radic Stampa (18 hours) 
RCA New York-Eome, Italcatle (Continuous) 
-U New York-izores (Tape), ili-Rome, Italcable; 
west, imanual relay ..zores (Continuous). , 
er Jo. ->-ri- ‘P-n2) Jovt--Jevt ae 





a 


NOT INTENDED TO Sidi 
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(1) (2) (3) 
Vi UICL ACR AACR ew York-Fisherman's Foint (Tape), U.\CR- 
Santiago, AACR-C&iv 

Ri. New York-San Juan, RCi.=-C2iv 
ET iiami-Kingston, g-:' ( Continuous) 
WwW New York-Kingston, Cé&i (18 hours) 

TPAL iC&R LRT San Frencisco-Tokyo, Kokusai Denshin Denwa Co., 

Ltd. (Continuous) 

Gai San Francisco-l:anila, Gi-C&il 
Hi San Francisco-Tokyo, K.D.D. (Continuous) 
RCs San Francisco-Tokyo, K.D.D. (Continuous) 
WU New York-London, CisimC&ic 

KORE. ACER !RT San Francisco-i'anile, iRT-Eastern Extension Co, 
GW San Francisco-"anile, Gij-C2¥ 
Pi San Francisco-Tokyo, K.D.D.-K.D.D. 
RG‘ San Franciseo-Seoul, Govt (Continuous) 
WU New York-London, Cé&\/=Céai 

LEBANON Cet CCC New York=Paris,toye-Govt (Unless routed iRT) | 

cae New York-London, Govt-Cii. (If routed iBT) 

French Nev: York-Paris, French-Govt 
itCi. New York-Tangier (Tape), RC-Beyrouth, Radio 


Orient (21 hours) 


WU New York-Paris, Sovt-Govt 





NOT INTENDED Tv SHV 
COMPARATIVE QUALITY Gi SERVICE 
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(1) (2) (3) 
LIBERLi &C&R CCC New York-London, CCC-Céli (If routed CCC) 
LRT New York-London, Govt-Ca¥! (Unless routed CCC) 
French New York-Paris, French-Govt 
RC. New York-lionrovia, Govt (Scheduled) 
USL ikron=-Harbal, USL (Scheduled) 
LUXE. BOURG iC&R CCC New York-London, CCCeBrussels, CCC=Govt 
3:RT New York-Paris, Govt-Govt 
French New York-Paris, French-Govt 
RC. New; York-Brussels, Govt~Govt 
vu New. York-London, wU-Govt 
iuels Lie C&R CCC New York-London, CCC-Cail (If routed CCC) 
LRT San Francisco="anila, >RT-Ciii (Unless: routed CCC) 
French New York-London, French-C&iw 
Gi San Francisco-i.anila, Gi-C&. 
RCA San Francisco-i.anila (Tape), RCL-Cén! 
| WU New York-London, Cdiv=Céir 
| LRTINIQUE {C&R sCR New York-Fisherman's Point (Tape), ..CR= 
Santiago, /u.CR-Ctas 
RO’. New York-San Juan, RC..-Fort de France, Govt 
(Scheduled) 
TT New Orleans-San Juan, RCi-Fort de France, Govt 
WU New York-Barbados, Cé:i/-Govt 
B2. a io. KS San Francisco-Honolulu, MRT-U.S. Navy 
ae G! fan Francistco-Honolulu, Gl-U.f. Navy 
RCA Ean Francisco-Honolulu, FC.-U.S. Navy 


BS ee ee ee 0 6 ee ea « 











NOT INTSNDZD TO SHO! 
COMPAR: TIVS W-.LITY OF SERVICE 
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(1) (2) 3 
MOROCCO AC&R MRT New York-Tangier, MRT (Continuous) 
French New York=Paris, French Govt 
RCA New YorkeTangier, RCA (Contimous) 
WU New York-Paris ,Goyt-Govt;or New York=Azores 


(Tape), WU-Barcelona, ItalcablesGovt; west, 
manual relay Azores 


sna nO enn eneneteneeienneennenenmmentnneennteeiaenmemeetemmennanammmnenemettiamenmeentammmmamnnnetmmemmanmmmmatmemtmeneme mcensenenenenteerteneme rene teeneeeee eae ee 











NETHEFBLANDS ACER ccc New York-London, CCC-Rotterdam, CCC 
MRT New York-Tangier (Tape), MRT-Amsterdam, Govt 
(22 hours) 
French New York-London, French-C&W 
RCA New York-Amsterdam, Govt (Contimous) 
wu New York-Amsterdam, WU (Contimous) 
NEW CALEDONIA AC&R ccc New York-Paris, Govt-Govt 
MRT New York-Paris, Govt-Govt 
French New York-Paris, French-Govt 
RCA San Francisco-Noumea, Govt (Scheduled) 
NEW ZEALAND ACER ccc New York-St. John's, CCC-Montreal, CCC-CPR 
MRT New York-London, Govt-C&wW 
French New York-London, French-C&W 
GW San Francisco-Manila, GwW-C2:W 
RCA San Francisco-Wellington, Govt (Scheduled) 
WU New York-London, C&W-CéwW 
NICARAGUA ACER AACR New yoy a fa ), eS Juan del Sur 
and Managua Rn (18 hours) 
RCA New York-Panama City (Tape), TRT-Managua,TRT 
TRT New Orleans-Managua and 1] other point , TRT 
(15 hours) 





NOT INTENDED TO SHOW 
COMPARATIVE QUALITY OF SERVICE 
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snout ticanncummwemaslilinansnnammnasmnnmnnnnemeinninninammnanasmniie 


NORWAY AC&R ccc New York-London, CCC-Great Northern 
MRT New York-London, Govt-Govt 








French New York-London, French-Great Northern 
RCA New York-Oslo, Govt (Continuous) 
wu New York-London, WU-Great Northern 
OKINAWA ACER MRT San Francisco-Tokyo, Govt-Govt 
GW San -Francisco-Manila, GW-Cé:W 
RCA San Francisco-Okinawa, Govt (Scheduled); or 
San Francisco-Manila (Tape), RCA-Okinawa, Govt 
wu New York-London, C&W=-C&W 
PAKISTAN ACER €CC New York-London, CCC-Cé!/..(If routed. CCC) 
MRT New York-London, Govt-Cé:W ‘(Unless routed CCC) 
French New York-London, French-Cé&W 
GW San Francisco-Manila, GW-Cé:J 
RCA New York-Tangier (Tape), RCA-Karachi, Govt 


(214 hours); or San Francisco-Manila, RCA-Dacca, 
Govt (Scheduled) 


wu New York-London, Cé:W=C2W 





PALESTINE AC&R = CCC New York-London, CCC-C&W (If routed CCC) 
MRT New York-London, Govt-C&l/ (Unless routed CCC) 


French New York-London, French-Cé-W 
RCA New York-London, Govt-C&W 
wu New York-London, Cé:W-C&W 
PANAMA AC@R AACR New York-Balboa (Tape), AACR-Panama City and 
Colon, AACR (Continuous) 
RCA New York-Panama City, TRT (16 hours) 
TRT Boston and New Orleans-Panama City and 


3 other points, TRT (16 hours) 





NOT INTENDED TO SHOW 
COMPARATIVE QUALITY OF SERVICE 
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1 (2) (3) 
PANAMA CANAL ZONE ACAR AACR New York-Balboa, Colon and Cristobal, .1..CR 
(Continuous) 
RCA New York-Panama City, TRT-Govt 
TRT Boston and New Orleans-Panama City 
and Cristobal, TRT-Govt (24 prurs) 
PARAGU:.Y AC&R AACR New York-Montevideo, ..CR-Govt (Unless 
routed MRT) 
MRT New York-Montevideo, Govt-Govt (If 
routed MRT) 
RCA New-York~isuncton, Govt (16 hours) 
TRT New Orleans-Rio de Janeiro, ‘Comp. R'teloeg. 
Braz. Soc. .ne-Italcable 
wu New York=Brazil (Tape), C&W-Montevideo, 
Govt-Govt 
P®RU AC&R AACR New York-Lima and 2 other points, «CR 
(Continuous) (Unless routed |'RT) 
MRT New York-Lima, .:..CR(17 hours) (If routed MRD 
RCA New York-Buenos #ircs, Transradio 
Internacional-C&w 
Wu New York=-Barbados (Tape) C&W-Lima, Cé&'7 
PHILIPPE AC&R MRT San Francisco-Manila, MRT (Continuous) 
.. LG 
GW San Francisco-rianila, GW (Continuous) 
PY San Francisco-Manila, Philippine Press 


Wireless (Continuous) 


RCA San Francisco-Manila, RC. (Continuous) 





NOT iNT"NDED TO SHOW 
COMP:R.TIV" QU.LITY OF SFRVICE 
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(1) (2) (3) 
POLAND AC&R CCC New YorkeLondon, CCC-Great Northern 
“RT New York-London, C&i/-Govt 
French New York-Paris, French-Govt 
PW New York-Prague, Govt—Govtsor New York-Frankfort 
or Berlin, Govt-Govt 
nC New YorkeJeursaw, Govt (204 hours) 
Wu New York=London, \U=Great Northern 
PORTUGAL iC&R CCC New YorkeAzores, CCC—C&ii 
VRT New York-Lisbon, Portuguese Marconi 
(18 hours) 
French New YorkeLondon, Freneh-Caii 
RCA New York=Lisbon, Portuguese liarconi (21 hours ) 
Ww Nev; York-Azores (Tape), iU-Lisbon, C&él ( west, 


manual relay Azores) (Continuous); or New York- 
Azores (ape), WU-Malaga,Italcable-Italcable 





PORTUGUESE LC&R CCC New York=London, CCC-Cé&l (If routed ccc) 
AFRICA LRT Nev; York~Lisbon, Portuguese liarconi (Unless 
routed CCC) 
French New York-London, French=Govt 
ECA New York=Lisbon, Portuguese iarconi-Govt 
“aU New York-London, Cédi~Govt 
PUERTO RICO AC&R AACR New York-San Juan and 2 other points, AsCR 
(17 hours) 
igT New York-San Juan (17 hours) 
RCL Nev; York-San Juan, RCA (16 hours) 
MT New Orleans-San Juan, RC’. (12 hours) 
Ww New York—San Juan and Ponee, Céii (16 hours) 





NOT INTENDED TO SHG 
CQPAR.TIVE QULLITY OF SERVICE 
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~ (1) " (2) (3) 
ROMNIA ACER ERT New York-Tangier, lRT-Bucharest, Govt (Scheduled) 
French New York-Paris, French-Govt 
RGA New York-Paris, Govt-Govt 
Ww New York=Paris, Govt-Govt 
SALV..DOR aCéR WUA.CR New York—Balboa (Tape), ..iCR-San Salvador, 
iu.CR3 north, additional tape relay at 
san Juan del Sur (16 hours 
KRT New York-San Salvador, Govt (1) hours) 
RCGi New York-Guatemala City, TRT-San Salvador, Govt 
™T New Orleans-San Salvador, Govt (15 hours) 
S/.UDI £C&R RT News York-Tangier, !RT=Jeddah, Govt (Scheduled) 
{RABLA 
French New York-London, French=Cé\! 
RC. New York-Rome, Italcable-Govt 
wu esr YorkeAzores (Tape), WU-Rome, Italcable~Govt 
SP..IN C&R CCC New York-London, CCC=C&iW 
LRT New York-Nadrid, Comp. Internac. Radio Espanola 
(20 hours) 
French New York-London, French-CéiWV 
RCA New York=-}adrid, Transradio 
Espanola (Continuous) 
Ww New York-/.zores (Tape), \.U-Barcelona and Malaga, 


Italceble; west, manual relay Azores (Continu- 
ous both directions); or via Cé&i: London 
(westbound only) 





NOT INTENDED Tu SHG/ 
CQPAR.TIVE QUALITY OF SERVICE 
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— 











SPANISH ACER CCC New York-London, CCC-CéW 
AFRICA MRT New York-London, Govt-Govt 
French New York-Paris, French-Govt 
RCA New York-Madrid, Transradio Espanola-Govt; 
or New York-London, Govt-CéW 
wu New York-London, C&W-C&W 
SURINAM ACER AACR New York-Fisherman's Point (Tape), AACR-Santiago, 
AACR-CEW 
RCA New York-Paramaribo, Govt (Continuous) 
Wu New York-Barbados, C&\/-Govt 
SWEDEN AC’R CCC New York-London, CCC-Great Northern 
MRT New York-London, Govt-Govt 
French New York-London, French-Great Northern 
RCA New York-Stockholm, Govt (Continous) 
wu New York-London, WU-Great Northern 





. NOT INTENDED TO SHOW 
COMPARATIVE QUALITY OF SERVICE 
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1 (2) (3) 
SWITZERLAND AC&R CCC New York-London, CCC-C&W 
MRT New York-London, Govt-Govt 
French New York-Paris, French-Govt 
RCA New -York-Berne, Radio Suisso (Continuous) 
WU New York-London, CéW-Govt 
SYRIA ACER CCC New: York-Paris, Govt-Govt (Unless routed MRT) 
MRT New York-London, Govt-C&W (If routed MRT) 
French New York-Paris, French-Govt } 
RCA New York-Tangier (Tape), RCA-Damascus, Govt 
(Scheduled) 
WU _New York-Paris, Govt-Govt; or New York-Azores 
(Tape) , dU-Kome, Italcable-Govt 
TAHITI ACER CCC New York-Paris, Gove-Govt 
MRT New York-Paris, Govt-Govt 
RCA San Francisco-Papeete, Govt (Scheduled) 
THAILAND AC&R CCC New York-London, CCC-C&W 
MRT San Francisco-Manila, MRT-Cé:W 
GW San Francisco-Manila, GW-CiW 
RCA San Francisco-Manila (Tape), RCA-Bangkok, Govt 
(21 hours) 
WU New York-London, CéiW-C&W 





NOT INTENDED TO SHOW 
COMPARATIVE QUALITY OF SERVICE 
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(1) (2) (3) 
TRINIDAD 1CiR AACR New York-Fisherran's Point (Tape), i.CR- 
Santiago, isiCR=CaW 











RCs. Nev; York-San Juan, RCA-C&; 
TRT New Orleans-San Juan, RCA=$C4i: 
ww New York-Jamaica (Tape), Céj\-Barbados (Tepe),. 
C#il-Trinidad, Céii (13 hours) 
TURKEY iC&R CCC New York-London, CCC=Céii (If routed CCC) 
MRT New York-London, Govt-Céi; (Unless routed CCC) 
French New York-Paris, French=Govt 
RCA New: York-Tangicr, RCs-Istanbul, Govt (17 hours) 
| WU New. York-London, CfweC&.. 
UNION OF aCéR CCC New York-London, CCC-C&i! (If routed CCC) 
SOUTH AFRICA ERT New York-London, Govt-Cki? (Unless routed CCC) 
French Nev: York-London, French=Cé&i- 
RCA Nev York-Capetovn, Govt (Continuous) 
U New York-London, Cé&./-Cér 
UNITED KINGDG: iC@R CCC Nev York-London and 13 other points, CCC 
(GREAT BRIT.IN) (Continuous ) 
RT New York-London, Govt (Continuous) 
French New York-London, French (Continuous) 
Fi: New York-London, Govt (Continuous) 
RCA New; York-London, Govt (Continuous) 
WU New York-London and 13 other points, +.U 
(Continuous ) 





NOT INTENDED TC SFG: 
COMPARATIVE QU..LITY OF SERVICE 
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URUGUAY - ACER AACR New York-Montevideo, AACR; south, direct 
(8 hours), tape relay at Buenos Aires, AACR 
(16 hours); north, tape relay at Buenos Aires, 
AACR (Continuous) 
MRT New York-Montevideo, Govt (15 hours) 

Pu. New York-Montevideo, PW of Uruguay (19 hours) 

RCA New York-Buenos Aires, Transradio Internacianal- 
Compania Tel.Tel. del Plata 

TRT New Orleans-Rio de Janeiro, Comp. R'teleg. 
Braz. Soc. An.-Italceble 

WU New York-Brazil (Tape), CéW-Montevideo, C&W 
(Continuous) 

U.S.S.R. ACCR MRT New York-Tangier (Tape), MRT-Moscow, Govt 

(Continuous) 

French. New York-Paris, French-Govt 

Pw New York-Moscow, Govt (10 hours); or New York- 
Montevideo, PW of Urug.-Py of Urug, 

RCA New York-Tangier (Tape), RCA-Moscow, Govt 
(Continuous 

WU New York-London, WU-Great Northern 





VATICAN CITY ACR MRT 


French 
RCA 
wu 


New York-Tangier, MRT-Vatican City, Govt 
(Seheduled) 


New York-Paris, French-Govt 
New York-Rome, Italcable-Govt 


New. York-Azores (Tape), WU-Rome, Italcable- 
Govt; west, manual relay Azores 





NOT INTENDED TO SHOW 
COMPARATIVE QUALITY OF SERVICE. 
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2 rR LO 


. 2 ee 


VENEZUELA ACER AACR New York-Caricas and 3 other points, 
AACR (21 heurs)-: 








RCA New York-Caracas, Govt (Continous) 
TRT New Orleans-Panama City (Tape), TRT~Caracas, 
Govt (16 hours) 
WU Now York-Havana, AjACR-Fishcrman*s 
Point (Tape), AACR-Caracas, AACR 
VIET=N AM AC&R MRT San Francisco-Manila, MRT-C&W 
French ‘New York-Paris, French-Govt 
GW San Francisco-Manila, GW=C&W 
| RCA San Francisco-Saigon, Govt; or San Francisco~ 
Manila (Tape), RCA-Saigon, Govt (Scheduled) 
wu New York-London, C&W-C&W 
VIRGIN ISLANDS AC&R AACR New York-Fisherman's Point (Tape), AACR- 


San Juan (Tape), AACR-St. Thomas and St. Croix, 
AACR; north, additional tape relay at Ciudad 
Trujillo, AACR (12+ hours) 


RCA New York-San Juan, RCA-AACR 
wu New York-San Juan, C&W-C&W 
YUGOSLAVIA MER CCC New York-London, CCC-C&W (If routed CCC) 
MRT New York-London, Govt-Govt (Unless routed 

ccc) 

French New York-Paris, French-Govt 

PW New York-Prague, Govt-Govt 

RCA New York-Tangier (Tape), RCA-Belgrade, Govt 
(20 hours) 

wo New York-London, C&W-C&W 





| NOT INTENDED TO SHOW 
| COMPARATIVE QUALITY OF SERVICE 
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Direct radiotelepraph ard cable circuits operated 
by United States Interratioral Telepraph carriers 


between the United States and overseas points. 


All America - All America Cables and Fadio, Inc. 
Commercial = The Commercial Cable Co, 
Clobe - Globe Wireless Ltd. 
Vackay - Mackay Radio and Telegraph Co,, Inc. 
Press - Press Wireless, Inc. 
PCAC - RCA Corrunications, Inc, 
Tropical - Tropical Fadio Telegraph Co. 
US-Literia - United States-Liberia Padio Corp. 
wu - The Western Union Telesraph Co, 

Country Padiotelecraph 

Afchanistan Maclay 

Argentina Mackay, PCAC, Press 

Australia PCAC 

Austria Mackay 

Azores 

Pa haras Tropical 

Parbacos 

Belcian Congo FCAc 

Feleium FCAC 

Bermuda Mackay, FCAC 

Felivia Mackay 

Prazii Mackay, PCAC, Press, Tropical 

Fritish Hondurus Tropical 

Pulcaria Vacvay 

Chile Mackay, RC‘C, Press 

China (Sharghai) Vackay, "CAC, Fress, Clobe 

Colombia Mackay, PCAC, "ropical 

Costa Fica Tropical 

Cuba Vackay, PCAC, Fress, Clobe, Tropical 

Curacao PC4C 

Czechoslovakia Mackay, PCAC, Press 

Denmark Mackay 

Dominican Republic vackay, RCAC 

Ecvador RCAC 

Egvpt Mackay, FCAC 

Ethiopia Mackay 

Finland RCAC 

Formosa Vackay, RCAC, Press, Globe 

France lackay, FCAC, Press 


French West Africa 


March 15, 1959 


FCAC 


All 
All 
All 


’ 
All 


All 
All 


WU, 





Cable 


All America 


Commercial 


Cormercial 


America 
All America 


America 


America 
America 
All America 
America 


America 
Anerica 


Commercial 





ica 


al 


2] 
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Country 


Germany 
Creece 
Greenland 
Cuvam 
Cuatenala 


Haiti 
Hawaii 
Honduras 
Hungary 
Iceland 


India 
Iran 
Iraq 
Treland 
Italy 


Jamaica 
Japan 
Korea 
Lebanon 
Liberia 


Martinique 
Netherlands 
New Caledonia 
New Zealand 
Nicaragua 


Norway 

Okinawa 

Pakistan 

Panama 

Panama Canal Zone 


Paracuay 
Peru 
Philippines 
Poland 
Portugal 


Puerto Rico 
Roumania 
Salvador 
Saint Pierre 
Saudi Arabia 


Fadiotelecraph 
Mackay, RCAC, Press 
FCAC 
PCAC 
PCAC 


FCAC, Tropical 


Mackay, FCAC 
Mackay, PCAC, Globe 
Tropical 

Mackay 

PCAC 


Mackay, FCAC 
RCAC 
RCAC 


Mackay, PCAC, Press 


Tropical 

Mackay, PCAC, Press 
RCAC 

FCAC 

RCAC, US-Liheria 


FCAC 

Vackay, PCAC 
RCAC 

FCAC 
Tropical 


RCAC 
FCAC 
PCAC 
RCAC, Tropical 


FCAC 

Vackay 

Mackay, PCAC, Press, Globe 
PCAC 

Mackay, FCAC 


FCAC, Mackay, Tropical 
hackay 
Mackay, Tropical 


Mackay 


Cable 
WU, Commercial 


All America 


All America 


WU, Commercial 
WU, Commercial 


WU 


WU, Cormercial 


All America 


All America 


“All America 


All America 


WU, All America 


All America 
VU 
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Country 

Country Tadjotelerraph Cable 
Spain Mackay, PCAC wu 

Surinam FCAC 

Sweden RCAC 

Switzerland RCAC 

Syria PCAC 

Tahiti RCAC 

Tanegier-!'orocco Mackay, RCAC 

Turkey FCAC 

Union of South Africa FCAC 

United Kingdom Mackay, FCAC, Press WU, Commercial 
Uruguay Meckay, Press All America 
U. 858, °R. Vackay, FCAC, Press 

Vatican City Mackay 

Venezuela RCAC All America 
Viet Nam FCAC 
Virgin Islands All America 


Yugoslavia RCAC 
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Number of overseas and foreign points served directly by each 
United States radiotelegraph carrier 





Number of points shown in total points colum 
served by the listed carriers which are also 
served directly by other United States radio- 
telegraph carriers 
























Served | Served Served 
Total by no by one | by two by three | by four 
points other other | other other other 
Company _—s served carrier carrier | carriers| carriers | carriers 
| 
Globe 5 - | - | 1 3 a 
Mackay 40 12 | ll | 12 4 a 
Press 15 | - 1 | 9 4 1 
! | 
RCAC 62 | 33 12 12 4 z 
| 
Tropical 13 | 6 3 2 1 1 
| 
| | 
U.S.-Liberia 1 | - a « a - 


umber of points served by direct radiotelegraph circuits 


By one carrier only 51 
By two carriers 14 
By three carriers 12 
By four carriers 4 
By five carriers a 


Total 82 
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EXHIBIT F 


PADIOTELEG APH STATIONS IN THE INTERNATIONAL FIXED PUPLIC SEFVICE 
March 16, 1959 


ALL AMERICA CABLES AND RADIO, INC. 


Trarsritting Station 
Sabana Llana, Puerto Rico (San Juan) 
2 Transritters 


Peceiving Station 
Dorado, Puerto Tico (San Juan) 


GLOBE WIRELESS LTD. 


Transmitting Station 
Kaena Point, T, H, (Honolulu) 
4 Transmitters 


Receiving Station 
Pacific Heights, Horolulu (Honolulu) 


Transmitting Station 
Mussel Rock, California (San Francisco) 
8 Transmitters 


Receiving Station 
Skyline, California (San Francisco) 


Transmitting Station 
Woodcliff Lake, New Jersey (New York) 
3 Trarsritters 


Feceiving Station 
Woodcliff Lake, New Jersey (New York) 


MACKAY RADIO AND TELEGFAPH COMPANY, INC, 


Transmitting Stetion 
Frentwood, New York ( New York ) 
51 Transmitters 


Peceiving Station 
Southarpton, New York (New York) 


Transmitting Station 
Kailua, T, H. (Honolulu) 
2 Transmitters 


Receiving Station 
Kawainui, T. H. (Honolulu) 
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Mackay Radio and Telegraph Company, Inc. (con't.) 


Transmitting Station 
Palo Alto, California (San Francisco) 
19 Transritters 


Peceiving Station 
Lobitos, California (San Francisco) 


PRESS WIRELESS, INC, 


Transmitting Station 
Belmont, California (San Francisco) 
10 Transmitters 


Receiving Station 
Napa, California (San Francisco) 


Transmitting Station 
Centereach, New York (New York) 
37 Transmitters 


Receiving Station 
Baldwin Harbor, New York (New York) 


RCA COMMUNICATIONS, INC, 


Transmitting Station 
Bolinas, Calif. (San Francisco) 
24 Transmitters 


Peceiving Station 
Point Peyes, California (San Francisco) 


Transmitting Station 
Island of Guar (Agana, Guam) 
6 Transmitters 


Receiving Station 
Island of Guam (Agana, Guam) 


Transmitting Station 
Kahuku, T. H, (Honolulu) 
13 Transmitters 


| Peceiving Station 
Kokohead, T, H. (Honolulu) 
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RCA Communications, Inc, (Cont, ) 


Transmitting Station 
Pocky Point, New York (New York) 
83 Transmitters 


Peceiving Station 
Fiver Head, New York (New York) 


Transmitting Station 
San Juan, P. P. 
5 Trarsmitters 


Receiving Stations 
fan Juan, P. R. 
Sabana Seca, P, F. (San Juan) 


SOUTH PEURFTO RICO SUGAP COMPANY 


Transmitting Station 
Ensenada, Puerto Pico 
2 Transmitters 


Peceiving Station 
Ensenada, Puerto Fico 


TROPICAL RADIO TELEGrAPH COM FANY 


Transmitting Station 
Hingham, Mass. (Boston) 
6 Transmitters 


Feceiving Station 
Hingham, Mass. (Boston) 


Transmitting Station 
Ojus, Florida, (Miami) 
6 Transmitters 


Receiving Station 
Ft, Lauderdale, Florida (Miami) 


Tranenittine Station 
Slidell, Louisiana (New Orleans) 
7 Transmitters 


Receiving Station 
Pearl River, Louisiana (New Orleans) 
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UNITED STATESLIPORIA FADIO COPPOF ‘TION 


Transmitting Station 
Akron, Ohio 
4 Transmitters 





Teceiving Station 
fkron, Ohio 
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EXHIBIT G 


FEDERAL COMMUNICATIONS COMMISSION 
Common Carrier Bureau 
International Division 


INTERNATIONAL TELETYPEWRITER EXCHANGE SEFVICE BETWEFN THE CONTINENTAL 
UNITED STATES AND OVERSEAS AND FOREIGN POINTS 


March 16, 1959 


Abbreviations of U.S. Corpany names Source of Information 
which provide the service FCC Tariffs 


GW - Globe Wireless Ltd. 
MRT - Mackay Radio & Telegraph Co., Inc. 
RCAC. RCAC Communications, Inc. 








Country Compar ies Country Companies 
ALGERIA RCA GERMAFY (East) MRT 
APCEYTINA TPT — PCA SF! ANY (West) PCA 
AUSTPALIA RCA GFE"CE i: RT ~ PCA 
AUSTRIA IPT HAVAII GW - MT 
RCA 
PELGIAN COrGo PCA 
HUNGARY MRT - PCA 
BELGIUM i RT ~ RCA 
IRELAND FCA 
BULGARIA )RT - RCA 
ITALY MRT ~ FCA 
BRAZIL MPT ~ PCA 
JAPAN MPT — PCA 
COLO! BIA FCA 
LUXE: BOURG PT ~ PCA 
CZECHOSLOVAKIA PRT ~ FCA 
j 1:0iACO RCA 
DEN ARK HPT - RCA 
b.OF. CCCO TCA 
DO! INICAN PEP, MET 
NETHERLANDS MRT ~ PCA 
FED, RHODESIA and PCA 
NYASALAND NOPIAY tRT - FCA 
FIYLAND PT ~ FCA PAKISTAN RCA 
FPANCE FCA PERU YR? 
FRENCH W. AFR.(Da’ar) FCA PHILIPPINE REP, GW - }RT - 


RCA 


rea 


Tr, 


rT 
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Country Companies Country Companies 
POLAND PCA TUNISIA RCA 
PORTUGAL PCA UNION OF SO, AFRICA RCA 
PUSRTO PICO. MFT = RCA UNITED KINGDOM: FCA 
fOUTHVEST AFRICA FCA VATICAN CITY MRT - FCA 
SPAIN MRT = FCA VEYEZUELA RCA 

SWF DEN VRT = TCA YUGOSLAVIA MRT - FCA 


SWITZERLAND FCA 
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EXHIBIT H 


FEDERAL COMMUNICATIONS COM-ISSIUN 
Common Carrier Fureau 
international: Division. 


ACTIVE AND INACTIVE DIRECT INTERNATIONAT. RADIOTELEPHUNE CIRCUITS 


SS OF B.2CH 12, 195¢ ; 
Legend Source of information - 
ora F.C.C. Records 
iT&T - american Telephone & Téelesraph Co, 
AACR - All America Cables & Radio, ines 
RCA ~ RCA Communications, Inc. ; 
RCPR = Radio Corporation of Puerto Rico 
* = Circuit authorized but not active 


CIRCUITS CORPANY FOREION TERMINAL OPERATING AGENG 
ARGE' TIN: | 
hew fork - Buenos Aires AT&T Comp. Internac. de Radio 
ASCENSION ISLAND 
‘ew York-Georgetown AT&T Cable & iiireless Ltd, 
AUSTRALIA 
Oakland - Sydney AT2T Overseas Telecomminication 
Commission 
AUSTRIA 
New York- Linz AT&T Telecomm, Adm.,Austrian Govt. 
BAHAMAS 
hlard - Nassau AT&T Bahamas Govt. 
iami - Bimini AT&T . ’ 
Miami - Cat Cay AT&T Oe age ae 
vilami - Freeport ATCT " ® 
Niari~est Ind = . ’ 
BARBADOS 
iuiami - Pridgetown AT&T Barbados Telephone Co., Ltd. 
BELGIUii 
Nev York - Brussels AT2T iwinistry of Posts, Tel. and Tel, 
BERi:UDA 
New York = Hamilton AT&T Cable & tireless (ii.I.) Ltd. | 
BRAZIL 


New York = Rio de Janeiro AT&T Comp. Radio Internac, do Brazil | 
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CHILE 

New Y-rk=Santia:o AT&T 
CHINA 

Oaklancd=Shan;‘hai TE? 
COLOMBIA 

Miami — Bogota ware T2/ 

New York = Bogota AT&T 
COSTA RICA 

Miami - San Jose AT&T 
CUBA 

San Juan — Havana *RCPR 

New York = Havana #iTeTl/ 

Miami-Havana AT&T 


CURACAO, N.'..I. 


New York — Curacao AT&T 


San Juan = Curacao *RCPR 

New York = Aruba AT&T 
DENi.RK 

New York - Copenhagen LT&T 


DOMINICAN REPUBLIC 
fulami - Ciudad Trujillo AT&T 
San Juan = Ciudad Trujillo RCPR 


EGUADOR 
Nev; York = Quito AT&T 


EGYPT 
New York = Cairo AT&T 





Y/ Emergency circuit. 


Coty, Internac. de iadiv Sele (Chile) 


Chinese tiinistry of Communications, 


Empresa Nacional de Telecommunica~ 
ciones, 


Empresa Nacional de Telecommmnica- 
ciones. 


Tropical. Radio. Telegraph Company 


Radio Corporation of Cuba 
" u n a 


" un n n 


Govt. of Curacao 

Govt. Radio & Telephone Administra- 
tion of N.: I. 

Govt. of Curacao 


Govt. of Denmark 


Comp. Dom. de Telefonos C.Por A, 
" " " " " " n 


Ministry of Communications 


Marconi Radio Telegraph Co. of 
Egypt, Se be Eo 








FINLAND 

New York - Helsinki AT&T 
FORMOSA 
~“Cakland - Taipei AT&T 
FRANCE 

New York - Paris ATAT 
GERMANY 

New York - Frankfurt AT&T 
GREECE 
“New York - Athens AT&T 
GUAM 

Oakland - Guam AT&T 

Guam - Manila RCA 
GUATEMALA 


Wiami - Guatemala City AT&T 


HAITI 
- Port-au-Prince AT&T 
San Juan - Port-au-Prince *RCPR 


HAWAIT 

New York = Honolulu water l/ 

Oakland - Honolulu AT&T 
HONDURAS 

Miami - LaLima AT&T 

Miami - Tegucigalpa AT&T 
HONG KONG 

nd = Hong Kong LT&T 





1/Emergency circuit. 
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General Direction of Posts and 
Telegraphs of Finland 


Directorate General of Telecommni- 
cations, Ministry of Communications 


Ministere des P.T.T. 


The Deutsche Bundespost 
Min. P.T.T., Kingdom of Greece 


RCA. Commnications, Inc. 
RC’. Communications, Inc. 


Tropical Radio Telegraph Company 


West Indies Telephone Co, 
" u u " 


Hawaian Telephone Company (via RCA 
radio facilities) 
Hawaiian Telephone Company (via RCA 
radio facilities) 


Tropical Redio Telegraph Company 
" " 


Cable & Wireless, Std. 











MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 109 





ICELAND 
New York - Reykjavik AT&T 


INDONESIA 
Oakland - Bandoeng 


New York = Tel Aviv 
New York - Rome 


Miami - Kingston 
San Juan - Kingston 


Oakland = Tokyo 


Oakland - Seoul 


Oakland = Pusan 


New York = Fort de 
France 


aw: 


Oakland = Singapore 
New York = Ansterdan 


NEW_ZEALAND 
Oakland - Wellington 


Miani - Managua 
\ 
New York ~ Oslo 


‘40287 O—59——8 


AT&T 


AT&T 


AT&T 


AT&T 
RCPR 


AT&T 


ATGT 


* AT&T 


‘T&T 


NT&T 


AT&T 


AT&T 


ATET 


AT&T 


Director General, Posts & Telegranhs 
of Govt. of Iceland 


P,T.&T, Admin. in Indonesia 
Comm. Div. of Israel 
Italcable 


Jamaica Telephone Co., Ltd. 
Cable & Wireless (West Indies) Ltd. 


Kokusai Denshin Denwa Co., Ltd. 


Department of Communications, 
Governnent of Korea 
Department of Communications, 
Governnent of Korea 


Min. P, T.&T, Republic of France 


Administration Telecommnications 
Departnent - Malayan 


Netherlands Governnent 


Post & Telegraph Dept., Dominion 
of N. Z. 


Tropical Radio Telegraph Company 


Govt. of Norway 








Oakland - Okinawa ATCT 


*AT We 


New York = Panama 
City ATET 


Miami = Panama City *ATCT)/ 


New York - Lina AT&T 
Oakland - Manila AT&T 
Guam - Manila RCA 


New York =. Warsaw AT&T 


New York - Lisbon AT&T 


New York - San Juan AT&T 


Miami - San Juan *ATETL/ 


San Juan - Ciudad 


Truj., D. R. RCPR 
San Juan - Port-au- 
Pr., Haiti *RCOPR 


San Juan - St. Thoms 
and St.Croix, V.I. RCP 


San Juan - Curacao, 
N. W. I. #RCPR 


Spain, Trinidad RCPR 
San Juan - Havana, 

Cuba CPR 
San Juan - Philips- 

burg, St. Maarten, 


N, W. I. RCOPR 
San Juan - Kingston, 
Jamaica RCPR 


V Emergency circuit 
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Govt. of Ryulys Islands 


‘Tropical Radio Telegraph Company 
A] " " " 


Comp. Poruana de Telefonos, Ltda. 


Philippine Long Distance Tele,: Co. 
(via RCA radio facilities in Manila) 
RCA 


Ministry of Posts « Telegraphs 

Conp. Port, Radio Marconi 

Radio Corp. of P.R, at San Juan 
" u " " " n " 


Comp. Dom. de Telefonos C.Por A. 
West Indies Telephone Co. 


All America Cables < Radio, Inc.. 
at V. I. 


Govt. Radio & Telephone Adm.of N.W.I. 
Trinidad Consolidated Telephones, Ltd, 


Radio Corporation of Cuba 


The Netherlands Antilles dm. 
Cable % Wireless (West Indies) Ltd. 
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Miami - San Salvador AT&T 


SAUDI ARABIA 


New York - Jeddah ATaT 


P 
New York = Madrid AT&T 


AA 


San Juan = Philips- 
‘burg RCPR 


it 


New York = Paramaribo AT&T 
New York = Stockholm AT&T 


New York = Berne ATE-T 


t 
Miami - Port of 


-Spain. AT&T 
San Juan = Port of 
Spain RCPR 


New York = Ankara ATCT 


New York - ATET 
Johannesburg 
i 
New York = London ATET 
New York - Barbados= 
London ATE-T 


T 
New York = Montevideo AT&T 





Govt. Kepublic El Salv 
Dir. Gen. P.T. & T. 


Comp. Telef. Nac. Espana 


The Netherlands Antilles Adm. 
Lands Radiodienst Surinan 


Royal Board of Swedish Tele- 
commnications 


Adm, des P,T. & T. Suisses 
Tr. Consol, Telephones, Ltd. 
Tr. Consol. Telephones, Ltd. 


Ministere des Commnicctions, 
Direction General des Postes, 
Telegrapkhes ¢& Telephones 


Dept. of Posts & Telegraphs 
General Post Office 
General Fost Office, vie Barbados 


Tel. Co. Ltd. 


Adm. Gen. de las Usinas Electricas 
y los Telefonos del Estado 





New York = Moscow AT&T 


New York - Caracas ATEE 


San Juan ~ St. Thomas 
and St. Croix RCPR 


St. Thomas, V.I. 
(U.S.) = Roadtown, 
Tortola AACK 
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Telecom... jdm. of the U.S.S.R. 


Govt. of Venezuela 


All America Cables & Radio, Inc. 
at V. I. 


Govt. of Brit, V.I. 
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EXHIBIT I 


FEDERAL COMMUNICATIONS COMMISSION 
Common Carrier Bureau 
| International Division 


NORMAL ROUTING OF INTERNATIONAL TELEPHONE TRAFFIC BETWEEN 
‘THE CONTINENTAL UNITED Sats a0 OVERSEAS AND FOREIGN 
‘POINTS: 


February 2, 1959 


Source: of Information - 
F, C. C. Records 


Explanatory Notes for Attached List 


The attached list shows the normal routing of. telephone 
traffic (column 2) between the continental United States and 
each country or overseas point listed in colum (1). All 
international radiotelephone circuit terminals in the con- 
tinental United States are operated by the American Telephone 
and Telegraph Company. At the foreign terminals, the operating 

| agency may be a government administration, in which case "Govt" 
is indicated in column (2), or a private company; in the latter 
| case the name of the foreign terminal company is shown in 
column (2) in abbreviated form, The information shown in the 
attached list for Australia and Brazil are examples of these 
two types of cases, respectively. Parenthetical notes such 
as " (Continuous)" and "( hoursy" indicate the approximate 
hours of service during tho business day. Such notes that 
read "(_hours on demand)" indicate that the circuit is operated 
on a"standby" basis for the stated number of hours. 


Where service with a particular foreign country listed in 

column (1) is rendered through an intermediate country, colum 

(2) shows the circuit betwoen the United States and the city 

in the intermediate country, the terminal operating agency 

in the intermediate country and the operating agency in such 

intermediate country whose facilities are used to provide 

an additional cormunication link with the particular country 

shown in column (1). Beyond that intermediate foreign or over- 
| seas point, communication may be by wire, radio, or combination 

thereof. An example of this type of listing is as follows: 
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(1) (2) 


SUD:N New York-London, Govt-Govt (4 hours) 


This indicates that for service with Sudan, AT&T at New York 
communicates with the Government dt London where connection 

is made with the British Governnent facilities, which in turn 
nay be connected to other additional systems before completing 
the circuit with Sudan. 


Most of the communication service between New York, 
Miami, or Oakland and the first foreign or overseas point 
shown in column (2) is by radiotelephone. Telephone service 
with Cuba is by means .of submarine cable and radio (tropo- 
spheric seatter) between Florida and Cuba. Submarine cable 
and radio are used to provide service with Hawaii. The United 
Kingdon is served by radiotelephone and by:the trans-Atlantic 
telephone cable which torminates in the United Kingdon. 
Service with the following countries is provided: by radio- 
telephone and by means of some of the channels in the trans- 
Atlantic telephone cable, via London: 


Belgiun Nether ands 
Dennark Norwey 
France Sweden 


Gernany Switzerland 
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N ING AND ARKS, 
ADEN New York-London, Govt-Govt (1 hour) 
AFGHANISTAN New York-Paris, Govt-Govt (2 hours) 
ALGERIA New York-Paris, Govt-Govt (Continuous) 
ARGENTINA New York-Buenos Aires, Comp. Internac. de 


ARUBA. N,. W. De 
ASCENSION ISLAND 


{USTRALIA 
AUSTRIA 
AZORES 


BAHAMAS 


BAHRAIN IS, 


BALFRIC IS, 


BARBADOS 


BELGIAN CONGO 
BELGIUM 
BENMUD A 


Radio, S, A. (22 hours) 
New York-Oranjestad, Govt (4 hours) 


New York-Georgetown, Cable and Wireless, 
Ltd., (2 hours) 


Oakland-Sydney, Govt (18 hours) 
Now York-Linz, Govt (15 hours) 


New York-Lisbon, Comp. Port. Radio Marconi- 
Conp. Port. Radio Marconi (4 hours) 


Miani-Nassau, Govt (Ccntinuous); 
Miani-Bimini, Govt (jo hours on demand); 
Miani-Cat Cay, Govt (4 hours on demand); 
Miani-Freeport (10 hours on demand); 
Minni-West End (10 hours on demand) 


New York-Georgetown, Cable and Wireless, Ltd.- 
Cable and Wireless, Ltd. (3 hours} 


New ‘York-Macrid, Comp. Telcf. Nac. Espana- 
Comp. Telef., Nac. Espana (continuous) 


Miami-Bridgetown, Barbados Toel,Co,. Ltd. 
(6 hours) 


New York-Brussols, Gevt-Govt (7 hours) 


New York=-Brussels, Govt (Contimous) 


New York-Hanilton, Cable & Wireless (15 
hours plus 11 hovrson demand) 
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1 


BOLIVIA 


BONAIRE, N. W. a 
BRAZIL 
BRITISH EAST AFRICA 


BRITISH SOUTH AFRICA 
Rhodesia 
Nyasaland 

BRITISH WEST AFRICA 


BRITISH GUIANA 


BRITISH HONDURAS 


BRITISH MALAYA 
BULGARIA 


CANARY IS. 


CAPE VERDE IS. 
CEYLON 

CHILE 

CHINA 

CHINA (TATWAN) 
COLOMBIA 
COSTA RICA 
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2 
ROUT iKS 


New York-Santiago, Comp. Internac. de hadio, 
S. Ae-Comp. Internac. de Radio, S. i, 
(5 hours) 

New York-Willemstad, Govt-Govt (11 hours) 


New York-Rio de Janeiro, Comp. Radio 
Internac. do Brazil (22 hours) 


New York-London, Govt-Govt (7 hours) 

New York-Johannesburg, Govt-Govt (4 hours) 

New York-London, Govt-Govt (9 hours) 

New York-London, Govt- Govt (7 hours) 

Miani-Bridgetown, Barbados Tel. Co, Ltd,- 
Barbados Tel. Co. Ltd. (6hours on 
demand) 


Miami-Kingston, Jamaica Tel. Co. Ltd.- 
Cable & Wireless Ltd. (1 hour) 


Oakland-Singapore, Govt (2 hours) 
New York-Linz, Govt-Govt (15 hours) 


New York-Madrid, Comp. Telef. Nac. Espana- 
Comp. Telef. Nac. Espana (contimous) 


New York-Lisbon, Coup. Port. Radio Marccni- 
Comp. Port, Radio Marconi (2 hours) 

New York-London, Govt-Govt (5 hours) 

New York-Santiago, Comp. Internac. de Radio, 
S. A. (Chile) (16 hours) 

Oakland-Shanghai, Govt (1 hour) 

Onkland-Taipei, Govt (12 hours) 


New York-Bogota, Govt (16 hours) 


Miani-San Jose, Tropical Rk. T, Co. (15 hours) 











CURAC..0, N. W. I. 
CYPRUS 


CZECHOSLOVAKIA 


DENMARK 
DOMINICAN REPUBLIC 


ECUADOR 


EGYPT 


ETHIOPIA 
FIJI ISLANDS 
FINLAND 


FRANCE 


FRENCH EQUATORIAL 
AFRICA 


FRENCH WEST AFRICA 
(DAKAR) 


GERMANY 
GHANA 
GIBRALTAR 


GREECE 





New York and Miami-Havana, Cuban dmerican 
Tel. & Tel. 60. and Radio Corporation 
of Cuba (Continuous) 


Now York-Willeistad, Govt (11 hours) 
New York-Londén, Govt-Govt (4 hours) 


Now York-Borne or Linz, Govt-Govt (15 hours 
via‘ Linz and Continuous via Berne) 


Now York-Copenhagen, Govt (Continuous) 


Miami-C, Trujillo, Comp, Dom, de Tel. 
(Contiances' 


New York-Quito, Govt {7 hours) 


New York-Cairo, Marconi R. T. Co. Egypt, 
Ss A. {5 hours) 


New YorkeLondon, Govt-Govt (2 hours) 
Oakland-Sydney, Govt-Govt (2 hours) 


New York-Helsinki, Govt (1 hour) 
(Contimious via altornate routes) 


New York-Paris, Govt (Continuous) 


New York-Paris, Govt-Govt (3 hours) 


New York-Paris, Govt-Govt (6 hours) 


New York-Frankfurt, Govt (Continuous) 

New York-London, Govt-Govt (6 hours) 

New York-Madrid, Comp. Tel. Nac. Espana- 
Comp. Tel. Nac. Espana (continnos) 

New ‘York-Athens, Govt (9 hours) 








GUAM 


GUATEMALA 


HAITI 


HAWAII 


HONDUKAS 


HONGKONG 
HUNGARY 
ICELAND 
INDIA 
INDONESIA 
TkAN 

TRAQ 
TRELIND 
ISRAEL 
ITALY 


JAMAICA 


JAPAN 
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Oakland-Agana, RCA Comm. (15 hours) 


Miani-Guatemala City, Tropical R. T. Co. 
(15 hours) 


Miani-Port au Prince, West Indies Tel. 
Co, (13 hours) 


Oakland-Honolulu, Hawaiian Tcl. Co, via 
RCA Corm. mdio facilities at 


Honolulu. (Continuous) 


Miani-La Lina .and Tegucigalpa, Tropical 


R. T.'Co. (13 hours La Lima and 15 
hours Tegucigalpa) 


Oakland-Hong Kong, Cable & Wireless (10 hours) 


New York-Linz, Govt-Govt (15 hours) (Cont. via 


alternate routes) 
New York-lteykjavik, Govt (3 hours) 


New York-London, Govt-Govt (13 hours) 
Oakland-Bandoeng, Govt (3 hours) 

New York-Berne, Govt-Govt (6 hours) 
New York-London, Govt=Govt (3 hours) 
New York-London, Govt-Govt (Continuous) 
New York-Tel Aviv, Govt (7 hours) 

New York-Rome, Italecable (Continuous) 


Miami-Kinzston, Jamaica Tel. Co. Ltd. 
(contimous) 


Oakland-Tokyo, Kokusai Denshin Denwa Co., 
(Continuous ) 


ne 








— oe 
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JORD AN 


KOhEA 
KUWAIT 


_ LEBANON 


' LEEWARD ISLANDS 


LIBYA 
LIECHTENSTEIN 


LUXEMBOONG 
MACAO 


MALGACHE REPUBLIC 
(t ADAGASCAR) 


MADETiA IS. 

MALTA 

MARTINIQUE F. W. I. 
MONACO 


MOROCCO (NO. ZONE) 
(INCLUDING TANGIER) 


MOKOCCO (SO, ZONE) 
NETHERLANDS 


NEW BRITAIN 


New York-London, ‘Govt-Govt (1 hour) 
Oakland=Seoul, Govt (22 hours) 


New York-Georgetown,: Cable & Wireless 
Cable & Wircless, Ltd. ‘2 hours} 


Ltd.- 
New York-Paris, Govt-Govt (16 hours) 
Miani~-Bridgetown, Barbados Tel, Co. Ltd.- 
Barbados Tel, Co. Ltd. (6 hours 
on denand) 
New’ York-London, Govt-Govt (2 hours) 
New York-Berne, Govt-Govt (Continuous) 
New York-Srussels, Govt-Govt (Continuous) 


Gakland-Hong Kong, Cable & Wireless-Cable 


& Wireless (2 hours) 
New York-Paris, Govt-Govt (4 hours) 


New York-Lisbon, Comp. Port. Radio Marconi- 
Comp. Port, Radio Marconi (4 hours) 


New York-London, Govt-Govt (2 hours) 

New York-Fort de France, Govt (2 hours) 

New York-Paris, Govt-Govt (Contimuous) 

New York-Madrid, Comp. Telef. Nac. Espana- 
Comp. Tolef. Nac. Espana (12 hours) 

New York-Paris, Govt-Govt (Continuous) 

New York~Ansterdan, Govt (Contimous) 


Oakland-Sydney, Govt-Govt (2 hours) 
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(1) (2) 
co NO ROUTING AND REMARKS 


NEW GUINEA (Neth.) 
NEW CALEDONIA 

NEW ZEALAND 
NICARAGUA 

NORTH BORNEO 
NORWAY 

OKINAWA 


OMAN (MUSCAT) 


PAKISTAN 


PANAMA (inel.C.Z.) 


PAPUA 


PERU 


PHILIPPINE iEPUBLIC 


POLAND 


PORTUGAL 

PORTUGESE E. AFRICA 
PORTUGESE W. AFRICA 
PORTUGESE INDIA 


( GOA) 
PUERTO RICO 


New York-Amsterdam, Govt-Govt (5 hour's) 
Oakland-Sydney, Govt-Govt (1 hour) 
Oakland-Wellington, Govt (5 hours) 


Miami-Managua, Tropical R. T. Co, (15 hours) 
Oakland-Hong Kong, Cable & Wireless-Cable & Wireles; 


New York-Oslo, Govt (Continuous) / (3 hou jon 


ar 


ees. 


Oakland=Naha, Govt (15 hours) 


New York-Georgetown, Cable & Wireless, Ltd,- ‘ 
Cable & Wireless, Ltd. (3 hours) 


New York-London, Govt-Govt (6 hours) 


New York-Panama City, Tropical R. T. Co. 
(16 hours) 


Oakland=Sydney, Govt-Govt (6 hours) 


New York-Lima, Comp. Peruana de Tel. Ltda. 
(13 hours) 


Qakland-Manila, Phil. Long Dist. Tel. Co. 
(22 hours 


New York-Warsaw, Govt (15 hours) 


New York-Lisbon, Comp. Port. Radio Marconi 
(9 hours) 


New York-Lisbon, Comp. Port. Radio Marconi- 
Comp. Port. Radio Murconi (1 hour) 


New York-Lisbon, Comp. Port. Radio Marconi- 
Comp. Port. Radio Marconi (4 hours) 


New York-Lisbon, Comp. Port. Radio Marconi- 
Comp. Port, Radio Marconi (1 hour) 


New York-San Juan, Radio Corp. P, R. 
(Continuous) 








eles: 


| 
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(2) (2) oer 

C NORMAL ROUTING uiXS 

ROMANT.: New York-Berne, Govt-Govt (Continuous) 

ST. HELENA New York-Georgetown, Cable & Wireless, Ltd.- 
‘Cable & Wireless Ltd. (2 hours) 

(EL) SALVADOR Miami-San Salvador, Govt (14 hours) 

SAUDI “ARABIA New York-Jeddah, Govt (4 hours) 

SOLOMON ISLANDS Oakland-Sydney, Govt-Govt (1 hour) 

SPAIN New York-Madrid, Comp. Telef. Nac, Espana 
(continuous) 

SUDAN New York-London, Govt-Govt (4 hours) 

SURINAM New York-Paramaribo, Govt (8 hours) 

SWEDEN New York-Stockholn, Govt (Continuous) 

SWITZERLAND New York-Berne, Govt (Contimous) 

SYRI: New York-liome, Ital cable-Italcablo (7 hours) 

THAILAND Oakland-Hong Kong, Crble and Wireless-Cable and 
Wireless (2 hours) 

TRINID.D Miani-Port of Spain, Trin. Consol. Tel. Ltd. 
(8 hours) 

TUNISIA New York-Paris, Govt-Govt (Continuous) 

TURKEY New York-iinkara, Govt (6 hours) 


UNION OF SOUTH AFRICA New York-Johannesburg, Govt (4 hours) 


UNITED KINGDOM New York-London, Govt (Contimous) 
URUGUAY New York-Montevideo, Govt (14 hours) 
U.S. S. he New York-Moscow, Govt (3 hours) (Continuous 


via alternate routes) 


VATICAN CITY New York-Rone, Italcable-Govt (Continuous) 









VIET-N.AM 


VIRGIN ISLANDS 


WINDW.akD ISLANDS 


YUGOSLAVIA 
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New York-Caracas, Govt (continuous) 


Oakland-Tokyo, Kokusai Denshin Denwa Co, - 
Kokusai Donshin Denwa Co. (3 hours) 


New York-San Juan, Radio Corp. P. it. = St. 
Thomas and St. Croix, V. I., All America 
C&ii, (Continuous) 


Miami-Bridgetown, Barbados Tel. Co. Ltd-Barba- 
dos Tel. Co. Ltd. (6 hours on demand) 


New York-Berne, Govt-Govt (Continuous) 
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EXHIBIT J 


F.C.C. - Weshingto 
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TaBLeE A.—All America Cables ¢ Radio, Inc—Comparative condensed operating 
income statements showing ratio of net operating income to average net plant, 
1950-57 





(Thousands of dollars] 
| 
7-year 
Particulars 1950 1951 1952 1953 1954 1955 1956 1957 annual 
average, 
1951-57 


1. Operating revenues--.-| $10, 974] $11, 426) $11, 254) $12,004) $13, 843) $14, 258) $13, 757) $15, 176 $13, 103 
Percent of 1950_--.--- 100 104 103 109 126 130 125 138 119 
2. Operating revenue de- 
ductions ! _........-| $9,776} $10,878) $11, 204] $11, 930} $11, 524) $12, 530) $13, 104) $13, 203 $12, 053 
Percent of 1950. ----.-- 100 lll 115 122 118 128 134 135 1 





23 
3. Net operating revenues_| $1, 198 $548 $50 $74) $2,319) $1, 728 $653) $1,973 $1, 050 
Percent of 1950------- 100 46 4 6 194 144 55 165 88 

4. Computed Federal in- 
come taxes 2__........ $514 $20 0 0} $1,117 $617 $138 $438 $333 
5. Net operating income... $684 $528 $50 $74) $1,202) $1,111 $515} $1, 535 $717 
Percent of 1950-- .._-- 100 77 7 ll 176 162 75 224 105 
6. Average net plant 3__. $12, 603] $12, 633) $12, 687) $12,714} $12,980} $13,097) $13, 156) $13, 509 $12, 968 
: Percent of 1950... _-. - 100 100 101 101 103 104 104 107 103 


. Ratio of net operating 
income to average 
net Plant... .......2 5.4 4.2 0.4 0.6 9.3 8.5 3.9 11.4 5.5 


1 Includes gain and loss on foreign exchange, and taxes on income other than Federal income taxes. 

2 Federal income taxes were computed on the amounts of net operating revenues appearing on line 3 less 
foreign income taxes, at the rates in effect for each year, 1950-57, and applying foreign income t1xes as a credit 
against Federal income taxes. In the case of the 3 A.C. & R. companies the Federal income was computed 
on the basis of such companies filing a consolidated return, and allocated to each of the profitable sub- 
sidiaries on the relationship that the net operating revenues of each bore to the total net operating revenues 
of such subsidiaries. 

3 The average plant figures are the average of the balances reported for tne various plant accounts at the 
beginning and end of each year. ; 


TABLE B.—The Commercial Cable Co.—Comparative condensed operating income 
statements showing ratio of net operating income to average net plant, 
1950-57 

[Thousands of dollars] 
7-year 
Particulars 1950 | 1951 | 1952 | 1953 | 1954 | 1955 | 1956 | 1957 | annual 


average, 
1951-57 





1. Operating revenues !_.-| $4,144 | $5,287 | $5,221 | $5,650 | $6,117 | $5,925 | $6,479 | $5,855 a 


Percent of 1950. ------ 100 128 126 137 148 143 156 141 
2. Operating revenue de- 
ductions ?._.......- $4, 526 | $4,918 | $5,669 | $5,906 | $6,028 | $6,499 | $6,848 | $7,883 | $6, 250 
Percent of 1950. ------ 100 109 125 130 133 144 151 174 138 
3. Net operating revenues.| ($382)} $369 | ($448)| ($247) $8' ($574)| ($369) | ($2, 028) ($458) 
Nie ate ond dRaaa te vcknawalanawnka sl abadswcdtbawensodiuecccere ocuassaalaecebeatee 


4. Computed Federal in- 
| ee | ek ae Nei a ee a ai $37 
5. Net operating income.-| ($382)| $153 | ($448)| ($247) $45 | ($574)| ($369) | ($2, 028) ($495) 
la Nts ee its nh el ara aa eine sulifees dodo laaccawa diceonnuselacaenecuee 
6. Average net plant 4.__.| $5,035 | $5,085 | $5,070 | $5,097 | $5,235 | $5,447 | $5,975 | $6,562 | $5, 496 
Percent of 1950. ---.--- 100 101 101 101 104 108 119 130 109 
7. Ratio of net operating | 
income to average 
een (5) 3.0 (5) (5) .9 | (5) : (5) (5) (5) 





( ) Denotes reverse amount. 


1 Includes rentals from lease of cable tank facilities which were reported as other communication income. 

2 Includes gain or loss on foreign exchange and taxes on income taxes other than Federal income taxes. 

3 Federal income taxes were computed on the amount of net operating revenues on line 3 less foreign 
income taxes, at the rates in effect for each year 1950-57 and applying foreign income taxes, as a credit against 
Federal income taxes. In the case of the A.C. & R. companies, the Federal income taxes were computed 
on the basis of filing a consolidated return, and allocated to each of the profitable subsidiaries on the relation - 
ship that the net operating revenues of each bore to the total net operating revenues of such subsidiaries. 

4 The average plant figures are the average of the balances reported for the various plant accounts at the 
= and end of each year. 

eficit. 
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TABLE C.—Mackay Radio & Telegraph Co.—Comparative condensed operating 
income statement showing ratio of net operating income to average net plant* 
1950-57 














[Thousands of dollars] 
| 
7-year 
Particulars 1950 1951 1952 1953 1954 1955 1956 19572 | annual 
average, 
1951-57 
1. Operating revenues----| $5,864 | $7,083 | $7, 446 | $7,307 | $7, 282 | $7,988 | $9,045 | $9,823 $7, 996 
Percent of 1950.------ 100 121 127 125 124 136 154 168 136 
2. Operating revenue de- 
ductions 3_........- $4,973 | $5,301 | $5,581 | $5,784 | $5,971 | $6,067 | $6,574 | $7, 134 $6, 059 
Percent of 1950..----- 100 107 112 116 120 122 132 143 122 
3. Net operating revenues.| $891 | $1,782 | $1,865 | $1,523 | $1,311 | $1,921 | $2,471 | $2, 689 $1, 937 
Percent of 1950_-_.--- 100 200 209 171 147 | 216 7 302 217 
4. Computed Federal in- 
come taxes 4._......-- $549 | $1,040 $701 $634 $676 $877 | $1, 196 $836 1 
5. Net operating iuncome..; $342 $742 | $1, 164 $889 | $635 | $1,044 | $1,275 | $1,853 $1, 086 
Percent of 1950. -_----- 100 217 | 340 260 186 305 373 542 318 
6. Average net plant 5.__ | $4,444 | $4,372 | $4,347 | $4,645 | $4,938 | $5,178 | $5,725 | $6, 607 $5, 116 
Percent of 1950_--_--- 100 98 | 98 105 111 | 117 129 149 115 
7. Ratio of net operating | 
income to average } 
TOS DG nscaceccwcs ae 17.0 26.8 19.1 | 12.9 | 20. 2 22.3 28.0 21,2 


1 Data are for point-to-point telegraph operations only. 

2 The separation of point-to-point operating revenue deductions from total operating revenue deductions 
was partly estimated. 

3 Includes gain or loss on foreign exchange and taxes on income other than Federal income taxes. 

4 Federal income taxes were computed on the amount of net operating revenues or line 3 less foreign 
income taxes, if any, at the rates in effect for each year, 1950-57, and applying foreign income taxes, if any, 
as @ credit against Federal income taxes. In the case of the A. C. & R. companies, the Federal income 
taxes were computed on the basis of filing a consolidated return, and allocated to each of the profitable 
subsidiaries on the relationship that the net operating revenues of each bore to the total net operating reve- 
nues of such subsidiaries. 


5 The average plant figures are the average of the balances reported for the various plant accounts at the 
beginning and end of each year. 


TABLE D.—A.C. & R. Group (All America Cables € Radio, Commercial Cable and 
Mackay Radio combined )—Comparative condensed operating income statement 
showing ratio of net operating income to average net plant, 1950-57 


[Thousands of dollars] 





7-year 
Particulars 1950 1951 1952 1953 1954 1955 1956 1957 2 annual 
average, 
1951-57 
1. Operating revenues _--| $20,982] $23, 796] $23,921) $24,970) $27, 242) $28,171) $29, 281] $30,854 $26, 891 
Percent of 1950------- 100 113 114 119 130 134 140 147 128 
2. Operating revenue de- 
ductions *.........- $19, 275] $21,097) $22, 454) $23, 620) $23, 523) $25,096] $26, 526) $28,220) $24,362 
Percent of 1950------- 100 109 116 123 122 130 138 146 126 
3. Netoperatingrevenues.| $1,707} $2,699) $1,467) $1,350) $3,719} $3,075) $2,755) $2,634 $2, 529 
Percent of 1950-_-..--- 100 158 86 79 218 180 161 154 148 
4. Computed Federal in- 
come taxes ‘.......... $622; $1,276 $701 $634| $1,837) $1,494) $1,334) $1,274 $1, 221 
5. Net operating income_-| $1,085} $1, 423 $766 $716} $1,882) $1,581) $1,421] $1,360 $1, 308 
Percent of 1950------- 100 131 71 66 173 146 131 125 121 
6. Average net plant 5 -_-.| $22,082) $22,090) $22, 104| $22, 456) $23, 153} $22, 722) $24, 856) $26,678} $23, 580 
Percent of 1950---.---- 100 100 100 102 105 107 113 121 107 
7. Ratio of net operating 
income to average 
TN WERE akc acne cea 4.9 6.4 3.5 3.2 8.1 6.7 5.7 5.1 5.5 


1 Includes Mackay’s point-to-point operations only. 

2 The data with respect to operating revenue deductions for Mackay’s point-to-point operations were 
partly estimated. 

3 Includes gain or loss on foreign exchange and taxes on income other than Federal income taxes. 

4 Federal income taxes were computed on the amount of net operating revenues on line 3 less foreign 
income taxes at the rates in effect for each year, 1950-57, and applying foreign income taxes, as a credit against 
Federal income taxes. In the case of the A.C. & R. companies, the Federal income taxes were computed 
on the basis of filing a consolidated return, and allocated to each of the profitable subsidiaries on the relation- 
ship that the net operating revenues of each bore to the total net operating revenues of such subsidiaries. 

5 The average plant figures are the average of the balances reported for the various plant accounts at the 
beginning and end of each year. 


9 
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TABLE E.—RCA Communications, Inc. —Comparative condensed operating income 
statements showing ratio of net operating income to average net plant, 
1950-57 

[Thousands of dollars] 
































7-year 
Particulars 1950 | .1951 1952 1953 1954 1955 1956! | 1957! | annual 
average, 
1951-57 
1. Operating revenues ?_--| $13,819) $16, 137) $16,177) $16, 135! $17, 069) $19, 329| $22, 423) $23, 846 $18, 730 
Percent of 1950-_------ 100 117 117 117 124 140 162 173 136 
2. Operating revenue de- 
a $11, 841) $13, 519 $14, 116 $14, 631) $15, 129) $16, 059) $17, 332) $18, 949 $15, 676 
Percent of 1950_------ 100} 114 119 124 128 136 146 160 132 
3. Net operating revenues.| $1,978) $2,618) $2,061) $1,504) $1,940) $3,270) $5,091! $4,897 $3, 054 
Percent of 1950....--- 100 132 104 76 98 165 257 248 154 
4. Computed Federal in- 
come taxes 4.__.-.---- $826) $1,323) $1,055 $766 $987| $1,676) $2,625) $2, 509 $1, 563 
5. Net operating income.-| $1,152) $1,295) $1, 006 $738 $953) $1,594) $2,466) $2, 388 $1, = 
Percent of income- -.- 100 112 87 64 83 138 214 207 
6. Average net plant 5__._- $10, 761) $10, 569) $10, 619) $11, 255) $12, 386; $13, 426) $14, 800) $17,690) $12, i 
Percent of 1950------- 100 98 99 105 115 125 138 164 
7. Ratio of net operating 
income to average | 
oS ee ae 10. 7 12.3 9.5 6.6 4% 11.9 16.7 13.5 11.5 














1 Excludes marine communications operations in the United States formerly owned by Radiomarine and 
taken over by RCAC on Sept. 1, 1956. 

- —— income from foreign operations for 1950 and income from operated plant leased to others for 1950 
through 1955. 

3 Includes gain or loss on foreign exchange and taxes on income other than Federal income taxes. 

4 Federal income taxes were computed on the amount of net operating revenues shown on line 3, less foreign 
income taxes, at the rates in effect for each year, 1950-57, and applying foreign income taxes as a credit against 
Federal income taxes. Since the amount for foreign income taxes which may have been allowable for credit 
against Federal income taxes were not available for 1950-51, no adjustments in Federal income tax computa- 
tions were made therefor. 

5 The average plant figures are the average of the balances reported for the various plant accounts at the 
beginning and end of each year. 


Taste F.—Western Union Cables.—Comparative condensed operating income 
statement showing ratio of net operating income to average net plant, 1950-57 








(Thousands of dollars] 
7-year 
Particulars 1950 1951 1952 1953 1954 1955 1956 1957 annual 
average, 
1951-57 
1. Operating revenues....| $8,515} $9,814) $10, 553) $11,831) $12,653) $13, 281) $14, 141) $14,419) $12, 384 
Percent of 1950_-_-_--- 100 115 124 139 149 156 166 169 145 
2. Operating revenue de- 
ee ae $6,658) $7,583) $8,400) $9,088) $9,055) $10,008) $10,881) $11,977 $9, 570 
Percent of 1950- _--- 100 114 126 136 136 150 163 180 144 
3. Net operating revenues.| $1,857) $2,231) $2,153) $2,743) $3,598) $3,273) $3,260) $2,442 $2, 814 
Percent of 1950_-..--- 100 120 116 148 194 176 176 132 152 
4. Computed Federal in- 
come taxes ?__......-- $754| $1,109] $1,096) $1,403) $1,848) $1,673) $1,666) $1,240 $1, 433 
5. Net operating income._| $1,103] $1,122) $1,057) $1,340) $1,750) $1,600) $1,594) $1,202 $1, 381 
Percent of 1950. ------ 100 102 96 121 159 145 144 109 125 
6. Average net plant 3____. $15, 717| $15, 370) $15, 388) $15, 944/ $16, 578) $16, 681) $16,669) $17,054) $16, 239 
Percent of 1950- ------ 100 98 98 101 105 106 106 109 103 
7. Ratio of net operating 
income to average net 
encod 7.0 7.3 6.9 8.4 10.6 9.6 9.6 7.0 8.5 


1 Includes rental for Anglo cables, gain or loss on foreign exchange and taxes on income other than Federal 
income taxes. 

2 Federal income taxes were computed on the amount of net operating revenues shown on line 3 less foreign 
income taxes, at the rates in effect for each year, 1950-57, and applying foreign income taxes as a credit against 
Federal income taxes. 

3 Average net plant figures are the average of the balances reported for the various plant accounts at the 
beginning and end.of each year. 
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TABLE G.—The Tropical Radio Telegraph Co.—Comparative condensed operating 


income statements showing ratio of net operating income to average net plant, 
1950-57 


(Thousands of dollars] 
7-year 
Particulars 1950 1951 1952 1953 1954 1955 1956 1957 annual 
average, 
1951-57 
1. Operating revenues. -_-.| $1,397 | $1,577 | $1,666 | $1,694 | $1,969 | $2,053 | $2,245 | $2,379 $1, 940 
Percent of 1950_------ 100 113 119 121 141 147 161 170 139 
2. Operating revenue de- 
ductions ?__..-...-- $1, 274 | $1, 527 | $1,654 | $1,679 | $1,797 | $1,853 | $1,957 | $2,141 $1, 801 
Percent of 1950_-.-.---- 100 120 130 132 141 145 154 168 141 
3. Net operating revenues - $123 $50 $12 $15 $172 $200 $288 $238 $139 
Percent of 1950___---- 100 41 10 12 140 163 234 193 113 
4, Computed Federal in- 
come taxes 3______-. $47 $19 $1 $2 $83 $99 $144 $118 $66 
5. Net operating income-- $76 $31 $11 $13 $89 $101 $144 $120 $73 
Percent of 1950____--- 100 41 14 17 117 133 189 158 96 
6. Average net plant 4____| $1,460 | $1,750 | $1,790 | $1,720 | $1,630 | $1,569 | $1,688 | $1, 866 $1, 716 
Percent of 1950_-_-----. 100 120 123 118 112 107 116 128 118 
7. Ratio of net operating 
income to average 
fet pliant. ..........2.- 5.2 1.8 .6 8 5.5 6.4 8.5 | 6.4 4.3 


1 Excludes marine communications operations in the United States. For the years 1950-53 and 1957, the 
amounts of marine operating revenues, operating revenues, deductions, and net plant which were excluded 
were estimated. 

2 Includes gain and loss on foreign exchange and taxes on income other than Federal income taxes. 

3 Federal income taxes were computed on the amounts of net operating revenues shown on line 3 at rates 
in effect foreach year. Since the amounts for foreign income taxes which may have been allowable for credit 
against Federal income taxes were not available, no adjustments in Federal income computations were 
made therefor. 

4 The average net plant figures are the average of the balances reported for the various plant accounts at 
the beginning and end of each year. 


TABLE H.—Press Wireless, Inc-—Comparative condensed operating income state- 
ment showing ratio of net operating income to average net.plant, 1950-57 


[Thousands of dollars] 
7-year 
Particulars 1950 1951 1952 1953 1954 1955 1956 1957 annual 
average, 
1951-57 
1. Operating revenues !___| $1, 548 | $1,150 | $1,369 | $1,491 | $1,445 | $1,474 | $1,598 | $1, 665 $1, 507 
Percent of 1950------- 100 98 88 96 93 95 103 108 97 
2. Operating revenue de- 
ductions 2._......-.- $1, 319 | $1,408 | $1,404 | $1,441 | $1,431 | $1,425 | $1,490 | $1, 596 $1, 456 
Percent of 1950. _----- 100 107 106 109 108 108 113 121 110 
3. Net operating revenues.| $229 $102 $(35) $50 $14 $49 $108 $69 $51 
Percent of 1950__-_---- 100 BO Be enn 22 6 21 47 30 22 
4. Computed Federal in- 
come taxes 3.______._. $91 ee $21 $2 $20 $51 $30 $24 
5. Net operating income- - $138 $56 $(35) $29 $12 $29 $57 $39 $27 
Percent of 1950_-__--- 100 MP Bde 21 9 21 41 28 20 
6. Average net plant ‘_....| $808 $826 $872 $928 $877 $779 780 | $1, 166 $890 
Percent of 1950_--_--- 100 102 108 115 109 96 97 144 110 
7. Ratio of net operating 
income to average 
WAG: HR oo ccc cscs. ¥7..t 6.8 (5) 3.1 1.4 3.7 7.3 3.3 3.0 











1 Includes rental of land at transmission stations which were reported as other communication income. 

2 Includes gain and loss on foreign exchange. 

3 Federal income taxes were computed on the amount of net operating income shown on line 3 at the rates 
in effect for each year. 

4 Average net plant figures are the averages of the balances reported for the various plant accounts at the 
beginning and end of each year. 

5 Deficit. 


( ) Denote reverse amount. 
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TABLE I.—Globe Wireless, Ltd.—Comparative condensed operating income state- 
ments showing ratio of net operating income to average net plant,’ 1950-57 


([Thfousandso] dollars 














é-year 
Particulars 1950 1951 1952 1953 1954 1955 1956 1957 cua 
average, 
1951-57 
1. Operating revenues. - - - $788 $795 782 $787 $716 $730 $688 $714 $744 
Percent of 1950------- 100 101 99 100 91 93 87 91 94 
2. Operating revenue de- 
Guenens °c. ces $819 $815 $847 $833 $795 $798 $816 $820 $817 
Percent of 1950. ------ 100 100 103 102 97 97 100 100 100 
3. Netoperatingrevenues-| $(31)| $(20); $(65)| $(46)} $(79)| $(68)| $(128)| $(106) $(73) 
Percent of 1060.......]........ 65 210 148 255 19 413 342 235 
4. Computed Federal in- 
BNNs Peo8 teks so ndandan one Se kB ad Mt RN eas it ee rR Race cutee ale 
5. Net operating income_-| $(31)} $(20)| $(65)} $(46)| $(79)| $(68)| $(128)| $(106) $(73) 
fk ee ee een lis sintstas ohne ain el alien aie FP dcie del accusations seek tes coomeniin 
6. Average net plant 3____- $250 $231 $201 $173 $144 $121 $107 $107 $155 
Percent of 1950------- 100 92 80 69 58 48 43 43 62 
7. Ratio of net operating 
income to average 
Ne oie a an cect ehn nak ibnodeceReabowKdusi sess ous lessareunhoveuns calsncscen ses 


























1 Excludes marine communications operations in the United States. For the year 1957, the amounts of 


marine operating revenues, operating revenue deductions, and net plant which were excluded were esti- 
mated. 


2 Includes gain and loss on foreign exchange. 


3 Average net plant figures are the average of the balances reported for the various plant accounts at the 
beginning and end of each year. 


( ) Denote reverse amount. 
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TasBLE J.—International telegraph carriers combined—Comparative condensed 
operating income statements showing ratio of net operating income to average 
net plant,’ 1950-57 

(Thousands of dollars] 





| 7-year 
Particulars 1950 1951 1952 1953 1954 1955 1956 1957 annual 

verage 
1951-57 


1. Operating revenues *___| $47,049} $53, 629) $54, 468] $56, 908} $61,094) $65, 038} $70, 376| $73,877| $62, 196 
Percent of 1950....__. 100 114 116 121 130 138 150 157 132 
2. Operating revenue de- 


ductions 3__.._.._._| $41, 186) $45, 949) $48, 875] $51, 292| $51, 730) $55, 239) $59, 002) $63,703) $52, 682 
Percent of total____- e 100 112 119 125 126 134 143 155 130 
3. Net operating revenues.| $5,863) $7,680) $5,593) $5,616) $9,364) $9,799) $11,374) $10, 174 $8, 514 
Percent of total. --- 100 131 95 96 160 167 194 174 145 

4. Computed Federal in- 
come taxes 4_.__ ._- $2,340) $3,773) $2,853) $2,826) $4,757) $4,962) $5.820) $5,171 $4, 307 
5. Net operating income_-_| $3,523) $3,907) $2,740) $2,790) $4,607) $4,837) $5,554) $5,003 $4, 207 
Percent of 1950_. ___- 100 111 78 79 131 137 158 142 119 








6. Average net plant 5____- $51, 078] $50, $36) $50, 974! $52, 476) $54, 768) $56, 298) $58,900) $64,561) $55, 544 
Percent of 1950... ._ .- 100 100 100 103 107 110 115 126 109 

7. Ratio of net operating 
income to average 

net Gsat...-.....-.. 





6.9 


~ 
x 
~ 


5.3 8.4 8.6 9.4 ad 7.6 


| 


1 Excludes the marine communications operations in the United States of Mackay, RCAC, Tropical, and 
Globe. The amounts of marine operating revenues, operating revenue deductions, and net plant of Trop- 
ical which were excluded for the years 1950-53 and of Mackay, Tropical, and Globe which were excluded 
for 1957 were estimated. 

2 Includes other communications income for certain years as reported by Commercial Cable, RCAC, 
and Press Wireless. 

3 Includes gain and loss on foreign exchange, taxes on income other than Federal income taxes, and rental 
of Anglo cables paid by Western Union. 

4 Federal income taxes were computed separately for each carrier, (except that the Federal income of the 
3 A.C. & R. carriers were computed on the basis cf filing a consolidated return by A.C. & R.) on the 
respective amounts of net operating revenues less foreign income taxes, if any, at the rates in effect for each 
year, and applying foreign income taxes, if any, as a credit against Federal income taxes. 

5 Average net plant figures are the averages of the balances reported by the several carriers for the vasriou 
plants accounts at the beginning and end of each year. 
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TaBLeE L.—Growth of operating revenues of the international telegraph 
carriers,’ 1950-58—Direct customer-to-customer telegraph service 


Message} Telex Leased Revenues 
reve- reve- channel Total from Total 
nues ? nues 3 reve- other | revenues 
nues* | ~ services 5 


A. Amount of operating revenues (in 
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1 Excludes data for U.S.-Liberia Radio Corp. For 1957 (the latest data available), this carrier reported 
total operating revenues of $82,610. Of this amount $81,410 was from message telegraph service. Data for 
4 small marine radiotelegraph carriers, Central Radio Telegraph, Caribbean Radio, Mobile Radio, and 
Olympic Radio are also excluded. Because of the relatively minor amounts of operating revenues reported 
by these carriers, the exclusion thereof does not materially affect the data shown above. 

2 Represents revenues from all point-to-point and marine messages. 

3 Represents revenues from international teleprinter exchange service. This service is called TEX 
service by RCA Communications, and Telex service by American Cable & Radio, and Globe Wireless. 
a the revenues for International Metered Communications (IMCO) reported by Western Union 

ables. 

5 Principally from multiple address press, telephone, broadcast and radiophoto services and other leased 
plant revenues. 


Note.—Percents may not add to 100 due to rounding. 
Source: Annual and monthly reports of the carriers. 
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TABLE N.—Number of employees in the continental United States of certain 
carriers who were eligible to retire at Dec. 31, 1958 


Carrier 


(a) 


A.C. & R. group: 
ee ee 
Commercial cable- ---------- 


RCAC 


| SSG: Se 
PN Sa. cceemennws 
Se ES ees 
United States-Liberia-_-_-_-..----- 


ES a a 





























Number of employees eligible to retire Total num- 
Ln ber of em- Percent of 
ployees in total em- 
continental ployees in 
United States} international] 
At carrier’s |Atemployee’s Total in interna- telegraph 
option option tional tele- service eli- 
graph service | gible to retire 
(Dec. 31, 1958) 
(b) (c) (d) (e) (f) =(d)+(e) 
Percent 
37 ll 48 50 9. 47 
53 9 62 419 14. 80 
81 6 87 1, 093 7.96 
171 26 197 2,019 9. 76 
(1) 2158| 158 3 2, 248 7.03 
® 184 184 4 472 38. 98 
— ot a De i uisdech cae sacs caine 
6 612 13 49 129 10. 08 
(1) (1) () |---------+----|-------------+ 
172 380 552 4, 868 11.13 





1 None reported. 
2 At employee’s option with consent of carrier. 
3 At Oct. 31, 1958. 
4 At June 30, 1958. 
5 Globe does not maintain a pension plan. 

6 Estimated on basis of 1957 data. 

7 Press does not maintain a service-pension plan, according to information in our files. 
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TABLE P.—International telephone calls reported by the American Telephone € 
Telegraph Co. 


1954 1955 1956 1957 1958 
rrancatientic...........------=.- 336, 012 400, 597 495, 075 663, 028 732, 657 
oe ee 355, 459 356, 178 392, 060 424, 502 022, 708 
West Indies, Central and South 
aca Stowe acdnvine oahesk 1 361, 678 1 422, 267 1 484, 437 1, 059, 541 1, 164, 186 
Aske as'teeansaceuamasae 1, 053, 149 1, 179, 042 1, 371, 572 2, 147, 071 2, 419, 551 


1 Cuba traffic data not available for years 1954-56. Calls between the United States and Cuba in 1957 were 
513,329; in 1958, 556,217. 


Source: Carrier’s response to part 6.41 of the Commission’s rules. 


TasLE Q.—Foreign airmail* in pounds, fiscal 1950-58 


i, 
Trans- Trans- Latin Total 
atlantic pacific America 
DE iiaia vic cacdn nanswdas cdteacs diemesenss cawaeuceaee (2) (2) (2) 4, 549, 958 
MM oo apcynaaneks<<khenvdekddadbawnumkennbeate hema (2) (2) (2) 5, 173, 536 
Did cccansaaNadsoanpeiveserussyskaswodsaimans tent (2) ty (2) 5, 539, 750 
SRE sc Rcen ud cacmas ce aed eeminieed ave kad aatansaaae (2) 2) (2) 5, 877, 996 
ictaictenkaveutonsguascasigabevedansaccuddeauansaes 3, 156, 465 522,275 | 2,401, 862 6, 080, 602 
San <GRte is oa thiguackakacsatssnakden nah des cakamebeweere , 504, 949 593,137 | 2, 530, 951 6, 629, 037 
cis mihi ok telah aie ces ein aol crai sd ails a eee nlarmee 3, 833, 397 901,122 | 2,709,072 7, 434, 591 
i ncesedue sh cdghwdscelaadebuuesuudccghaSauavsc dase , 238, 708 786, 572 | 2, 866, 7, 891, 409 
DE yh ikon cates diinksncnatpensaeditacanantabhdaiat 4, 435, 952 808,216 | 2,953, 549 8, 197, 717 


1 Does not include mail to poe and to APO’s. 
2 No separate data available. 


Senator Monroney. Thank you very much, Mr. Chairman. May I 
ask if this represents the majority of the Commission ? 

Mr. Dorrrer. It does. As a matter of fact, it is unanimous. There 
might be one qualifying statement with respect to Commissioner Cross. 

(Qualifying statement of Commissioner Cross follows:) 


FEDERAL COMMUNICATIONS ComMISsION, 
Washington, D.C., March 30, 1959. 
Hon. WARREN G. MAGNUSON, 3 
Chairmen, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DeEaR SENATOR MaGnuson: On March 20, 1959, Chairman Doerfer testified 
before your committee and presented the views of the FCC in support of the 
proposed legislation which would authorize permissive merger of U.S. carriers 
in the international telegraph and marine fields. 

Although I concur in the views of the Commission as expressed in the above- 
noted statement by Chairman Doerfer, I would like to point out that the legisla- 
tion under contemplation would, if enacted, still leave unanswered the question 
of how best to provide for integrated voice and record traffic. The need for such 
integrated traffic, for flexibility in data processing operations, is becoming more 
and more evident. Yet our present system of international communications is 
based on separate, competing telephone and telegraph services. 

Data processing will, in my opinion, continue to grow in volume and importance 
in overall U.S. (and world) communications. Moreover, as it grows, the demand 
for flexibility (integrated voice and record traffic) in its use will likewise increase. 
Accordingly, failure to provide satisfactorily for this growing segment of our 
international communications would leave a gap which could only redound to 
the disadvantage of the U.S. carriers in competition with foreign-owned com- 
munications systems. These foreign-owned communications systems, as you 
know, are mostly government owned and therefore the element of competition 
between voice and record communications is not a factor. Officials of some of 
these foreign communication systems, particularly the officials of the United 
Kingdom, are placing considerable emphasis on the need for high-speed, multiple- 
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purpose cables in order to meet today’s requirements. It is my understanding 
that the future efforts of the United Kingdom will be directed largely to con- 
structing such cables. Moreover, it appears reasonable to assume that one of 
their purposes in this effort is to enhance their competitive position in world 
markets. 

In view of the importance of this matter to the future health and prosperity 
of our own international record communication companies, I would be grateful 
if this letter could be made a part of the record of your committee along with 
the other information which the committee has obtained regarding the proposed 
legislation on permissive merger. 

In the event the committee should desire any further views from me on this 
subject, Iam, of course, completely at your disposal. 

Sincerely yours, 
Joun S. Cross, Commissioner. 

Senator Monroney. If I read your statement, and I paid special 
attention to it, what the Congress is asked to do is direct the merger 
of these companies. There is no doubt from your testimony that the 
case has been prejudged, and if the permissive legislation to merge 
them is seeahied that it be done forthwith, or perhaps after a hearing. 

Mr. Dorrrer. Well, it is permissive. 

Senator Monroney. It is permissive, but the testimony, and this 
represents the unanimous position of your Commission, we are not 
merely authorizing the Commission to study the merger, but your 
testimony indicates you would authorize merger at an early date and 
thereby grant monopoly rights to some oversea telecommunications 
company. 

r. Dorrrer. Well, only on a basis that would be acceptable to the 
Commission. 

Senator Monroney. It might be a question of how, but the free 
enterprise system that has given us this business, that has laid the 
cables in the first place and has developed the speed with which these 
communications have taken place, and has built up its other services 
such as Telex, where I think you show a 727 percent increase, that 
would all be put into a monopoly which, having no competition, 
would then be able to render what services it chose without fear of 
competitive companies attempting to beat the time, or to lower the 
rates, or to render additional service that the monopoly might not 
render. 

Mr. Doerrer. You can’t regard the entire picture as being monop- 
olistic. It is in competition with A.T. & T. and the jet airplane. 

Senator Monroney. So is the airplane in competition with the 
steamship to a certain degree, and the railroads, after it gets over- 
seas, SO we are considering a monopoly in telecommunications. You 
do have competition still in the field of voice, in the A.T. & T. and the 
leased channels that they may lease to the users. 

Do I understand that the only lease of cables for international 
telegraph service that A. T. & T. is permitted to engage in is with the 
Government ? 

Mr. Doerrer. Just the voice, with the one exception to Hawaii. 

Senator Monroney. As I understood your statement, and perhaps 
I misread it. at the point where you say, on page 10, in the case of 


the cable to Hawaii the Commission has authorized A.T. & T. to. 


iat the same type of service it now provides in the continental 
nited States. That is all types of telephone service and, in addition, 
leased channel. 
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Mr. Dorrrer. That is the exception I indicated, to Hawaii. 

Senator Monroney. In other words, still the A.T. & T. lines, which, 
of course, are a monopoly as far as voice is concerned, are restricted 
against telecommunications—that is, telegraph communications. 

Mr. Dorrrer. Telegraph communications; yes. 

Senator Monroney. So there is no competition in that written field 
with A.T & T. excepting in the case of Hawaii; is that correct? 

Mr. Dorrrer. That is correct. 

Senator Monroney. Then these independent free enterprise areas 
today are competing among themselves for the 727-percent increase in 
Telex, and the increase of 214 percent, I think you say, in message 
communications; is that correct ? 

Mr. Dorrrer. That was for the one company, RCAC. 

Senator Monroney. Do you have the increases or decreases of the 
other companies ? 

Mr. Doerrer. May I suggest, Mr. Chairman, that you turn to table 
L, page 1, entitled “Growth of Operating Revenues of the Interna- 
tional Telegraph Carriers.” 

Senator Monroney. Well, you have those before you, and I think 
it would be a good idea to tell us the amount of losses, if any, these 
epepenice have had for the past5 years, I mean year by year. 

r. Enpe. That, sir, appears in tables A through J, shown on the 
exhibit. The industry as a whole has not had any losses since 1950. 
Individual carriers have, however, at particular times had losses. 

I can refer you specifically to table B, which shows very consider- 
able losses on the part of the Commercial Cable Co., ranging from 
a gain of a third of a million dollars in 1951 to a loss in excess of 
$2 million in 1957. 

Globe Wireless is another carrier which has had a continuous series 
of losses in this period. 

Senator Monroney. What was that, again? 

Mr. Enpve. Globe Wireless, on table I. 

Senator Yarsoroucu. What exhibit is this? 

Mr. Enpe. Table I. 

Senator Monroney. Let us get these losses in the record. The 
1950—what was the loss of Commercial Cable? 

Mr. Enpe. In 1950 the loss to Commercial Cable was $382,000. 

Senator Monroney. In 1951? 

Mr. Enver. It had a gain or om before taxes of $369,000. 

Senator Monroney. In 1952? 

Mr. Enpe. A loss of $448,000. 

Senator Monroney. In 1953? 

Mr. Enpe. A loss of $247,000. 

Senator Monroney. In 1954? 

Mr. Enver. A profit before taxes of $89,000. 

Senator Monroney. In 1955? 

Mr. Enpe. A loss of $574,000. 

Senator Monroney. In 1956? 

Mr. Enpe. A loss of $369,000. 

Senator Monroney. In 1957? 

Mr. Enpe. A loss of $2,028,000. 

Senator Monroney. A per year average, then, a loss of 400-—— 

Mr. Enpe. $458,000. 
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Senator Monroney. And the other company ? ’ 

Mr. Enpvr. The other company with a continuous series of losses 
is Globe Wireless, Ltd. That shows losses—— 

Senator Monroney. That is an American company ? 

Mr. Enns. That is an American-owned company. 

Senator Monroney. What page is that ? 

Mr. Enpe. Table I, sir. 

Senator Monroney. Will you read that into the record ? 

Mr. Enpe. A loss of $31,000 in 1950; $20,000 in 1951; $65,000 in 
1952; $46,000 in 1953; $79,000 in 1954; $68,000 in 1955; $128,000 in 
~ 1956; $106,000 in 1957; or a 7-year average of $73,000 loss. 

We have on table K, sir, to bring this up to date, the figures for the 
year 1958, which again shows both—— 

Senator Monroney. This habit of dropping thousands is confus- 
ing. The Commercial was $458,000 for the 7-year average ? 

Mr, Enpe. $458,000, sir. 

Senator Monroney. Average loss over the 7-year period ? 

Mr. Enne. Yes, sir. 

Senator Monroney. And Globe Wireless is $73,000 loss ? 

Mr. Enver. Over the 7-year period. 

Senator Monroney. Now, what other losses ? 

Mr. Enpe. We have the same table brought up to date on table K, 
for 1958, to give you the most recent figures, sir, if you will turn to 
table K. That shows under Commercial Cable, which is the second 
carrier on the columns, that that carrier in that year again suffered a 
loss of $530,000, and that brought its 8-year average loss to $467,000, 
and if you go over to the next to the last column, Globe Wireless, that 
suffered a loss of $107,000 in 1958, and that brought the 8-year average 
loss to $78,000. 

Senator Monronry. I think this average would be fine for the 
record. 

Berg the other cable companies, were there any other losses in 
those ¢ : 

Mr. Enver. There may be individual years when the other carriers 
7 have had a loss. 

enator Monroney. Well, let us stay with the 8-year average. That 
is brought forward on table K, is it not? 

Mr. Enne. Yes. 

Senator Monronry. Read the individual profits of these other 
companies. 

r. Enpg. On line 3, which is the figure before taxes, roughly twice 
as high as it would be after taxes, on table K, or you can go to line 
5, which will show you the situation after taxes. 

Which ue? fa prefer, sir ? 


Senator Monroney. Well, we have taken the others before taxes, 


because it is a comparable figure. We all know the story of tax drags, 
and, of course, how losses will reflect carrybacks, that is if they had 
losses in their bad years. I think it better to stay with one figure, that 
is the figure before income taxes. 

Mr. Enver. The figure, then, before taxes for All America Cables 
& Radio, $1,284,000 average operating revenues before taxes, for the 
period 1951 through 1958. 














wre SEE a 





MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 141 


Senator Monronry. I thought we were taking the net after ex- 

enses. 

Mr. Enpe. Thatisit,sir. That is line 3. 

Senator Monroney. All right. 

Mr. Enver. Now, Commercial Cable we have already given you, an 
average loss of $467,000. | 

Mackay Radio, with an average profit of $1,904,000, and the figure 
after that is the combined figure for the A.C. & R. group, a holding 
company which owns and operates the three companies previously 
mentioned, and that company has a combined profit of $2,721,000 for 
the 8-year average. 

Senator Monroney. And those three companies, you have one lame 
duck and two pretty good moneymakers. 7 

Mr. Enpe. Ves: however, to properly evaluate this, I call attention 
to the relationship between the earnings and the investment. So that 
if you will look on line 7, which is the bottom line, that shows that 
over this entire 8-year period the average ratio of net operating in- 
come to average net plant, which is just the net plant, and does not take 
into account other figures which must be included to get a fair rate 
of return, such as materials and supplies and cash working capital, 
shows that this group had an average for the 8 years of 5.8 percent 
on average net plant. 

Mr. Dorrrer. And that is not considered a very good moneymaker. 

Senator Monroney. Yes; that, of course, includes the overall hold- 
ing company operations, 5.8 is just two-tenths of 1 percent beneath 
the 6 percent return, which is maximum for utilities ; isn’t it? 

Mr. Dorrrer. No. 

_ Enpe. This is not a return, this is just the ratio of the income 
to plant. 

I think you must add something in the neighborhood of 10 to 15 
percent each for materials and supplies and cash working capital, 
particularly in these international carriers which must wait between 
6 and 9 months to get their money out of foreign countries, so that 
they have a problem which is not common with American carriers. 

ow, I think that the net or rate of return, which I can give you 
in a minute, will be considerably below that for the 8-year average. 

The next carrier is R.C.A.C., and there you have for the 8 years 
$3,321,000 as the net operating revenue for the 8 years. 

The carrier after that is Western Union Cables, with $2,776,000. 

The carrier after that is Tropical Radio, with $160,000. 

The carrier after that is Press Wireless, with $52,000. 

And, finally, Globe Wireless, with a loss of $78,000, and all carriers 
combined $8,952,000. 

Senator Monroney. So for all carriers combined, however, assum- 
ing the drag back on delay of payments and difficulties, the combined 
average return is 7.7 for the 8-year average; is that correct? 

Mr. Enver. Yes. 

‘ a Monroney. With two lame ducks, and if those two lame 
ducks é , 

Mr. Enpe. That is not the return, again, sir, that is just the ratio of 
the revenues to net plant. 

Senator Monroney. Anyway, we can depend on the figure of 8-year 
average earnings; is that correct ? 
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Mr. Enne. To give you the figures after the rate increase for 1958, 
which is the actual rate of return, the A.C. & R. group showed 3.06 
percent; RCA Communications, 10.16 percent; Western Union, 7.42 
percent; Tropical, 6.86; Press Wireless, 1.80; Globe Wireless, a deficit, 
and the industry as a whole, 6.1 percent, which were the actual figures 
for the year 1958 after the rate increase given in August of 1958. 

Senator Monroney. That is the rate of return; is that correct? 

Mr. Enpe. Yes, sir. 

Senator Monroney. And is not the utility rate of return supposed 
to be, Mr. Doerfer, on at least domestic communications, about 6 
percent ? 

Mr. Dorrrer. No, Senator, it varies depending upon the volitility 
of the earnings, the risk involved, the cost of money in the market, 
the relative position of various investments. It is a fallacy to assume 
that you can say that a certain percentage figure is conventional, 
or the accepted one. That isn’t how the investor reacts to the market. 

Senator Monronry. How does the customer react? In my State 
they react pretty badly above a 6-percent return on any utility. We 
are supposed to have utility regulation, and I would presume that 
would be the case in Texas, if I ask the Senator from ‘Texas. 

Mr. YarsoroucH. Unfortunately, my State is one of only two in 
the Union that doesn’t regulate telephone rates, so it costs much more 
to put in a phone call in Texas from Houston to Austin than it does 
to Arkansas, a longer distance, because we have Federal regulation 
of those rates. In my opinion, it is all too weak. 

Senator Monroney. Instead of asking for authority to merge and 
create one monopoly, which your testimony indicates would .“ the 
unanimous decision of the Commission, does the A. C. & R. group 
have the right today to dispose of or otherwise sell to any other cable 
a its cable facilities ? 

r. Dorrrer. No, not out of hand. 

Senator Monroney. Would legislation that would give the author- 
ity to the merger of unprofitable operations within that group be 
likely to create a monopoly than the legislation that you are asking 
for, and which you apparently would favor in creating one big 
monopoly in this overseas communications field ? 

Mr. Dorrrer. Of course you and I do not speak the same language. 
I do not regard this as the creation of a monopoly. 

Senator Monronry. What else can it be ? 

Mr. Dorrrrr. It is an increase in facilities for competition in the 
communications field. 

Senator Monroney. Once this is granted, and once the decision is 
taken as your statement indicates it would be, then would any free 
enterpriser have the opportunity to start a new system or idea—maybe 
he has a great breakthrough in electronics and could utilize new high- 
speed method of transmitting signals or something of that kind. 

ould he enter this field, or would he be prohibited from doing it, 
eee monopoly, or whatever you want to call it, had been estab- 

ished ? 

Mr. Dorrrer. You are giving me a theoretical situation, and I will 
have to give a theoretical answer, the answer is “yes.” 

Senator Monroney. Then in this merger legislation, as you prefer 
to call it, why not permit the merger of individual groups without 
the wrapping up in one overall package? 
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Mr. Dorerrer. Communications is the classification we must talk 
about. 

Now, if a telephone company by use of its telephone circuits absorbs 
all the communications and makes it impossible for the others to op- 
erate profitably, you are tending more toward the monopolistic situa- 
tion than if you follow the recommendation of the Commission whose 

olicy is to separate voice in one company and record communications 
in another. 

Senator Monroney. That is what you have done, except in the case 
of Hawaii, is it not ? 

Mr. Dorrrer. That is why I say it guarantees an increase of funda- 
mental competition. 

Now, competition in this country is not an absolute philosophy, 
never has been, especially in fields where it is affected with the public 
interest and requires a large capital outlay. 

Senator Monroney. Were not all of our systems built by the free 
competitive enterprise system from the beginning of the Alexander 
Graham Bell System, the establishment of small minor independent 
telephone companies that were later merged under the A.T. & T., but 
which now have some slight competition within the United States? 

Mr. Dorrrer. Well, the free competitive system permits an organ- 
ization which has a certain degree of exclusivity subject to regulation, 
so to that extent your answer is correct. 

Senator Monroney. Then all these others grew up and became 

established, and the new services were originated under a competitive 
system ? 
Mr. DorrFrer. Yes, but you have got to remember that the genius 
of the American form of government has permitted and encouraged 
exclusivity. It would be intolerable for the city of Washington to 
have two telephone systems, just two, let alone four. 

Senator Monroney. I am not arguing about that. I think it is 
pretty nice to have a few independents still in the business and still 
able to show that they can survive, and that the telephone lines of in- 
dependent companies can be linked with the A.T. & T. system, so you 
can call over those lines through these others. 

Is that exclusivity ? 

Mr. Dorrrer. That is what I call it. 

Senator Monroney. Exclusivity even in the telephone business in 
this country. 

We have gone to a lot of trouble as a Government policy to be sure 
because of this exclusivity to establish the rural telephone administra- 
tion at Government assistance so that free enterprise, or that the co- 
operative enterprise aided by the Government can provide services 
that a near monopoly would not render. 

Mr. Dorrrer. The only reason the Government is in that is that it 
has to subsidize that type of communication. I am not quarreling 
with it, but I would like to point out that the principle of competition 
or monopolistic on the exclusivity philosophies haven’t prevented that. 

Senator Monroney. No, but the question I raise is if it hadn’t been 
for as near monopoly control, and had there been more and more in- 
dependent telephone companies, perhaps the rural telephone adminis- 
tration that was required wou d not have had to be enacted by the 


Congress so as to provide the farmers on the rural lines with service. 
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Mr. Dorrrer. The history is absolutely to the contrary, Senator. 
The impetus for the disappearance of the local independent coopera- 
tive came from the cooperatives, not the larger companies. 

I know that from firsthand experience. @ were importuned, up 
in Wisconsin, they came down and begged us to compel Bell to take 
them over, and in the 1930’s they couldn’t wait to get away from Bell. 

Senator Monronery. They have had great trouble, sometimes, on 
the sharing of the revenues, where one company is in a price bargain- 
ing position and the small company is not, you build up more and 
more the power of monopoly, and the question I raise is with a 6.1 
percent return on the last 8 years on all of these companies, if we can 
say that disaster is upon it, and that only by rolling them up into 
— exclusivity package can be preserve our written communications 

wire. 

Mr. Dorrrer. Well, we are here to give this committee and you the 
benefit of our thinking as to what is going to happen in the future, 
If we could assure you that what has happened in the past is going 
to continue we wouldn’t be taking the position we have, but all the 
signs indicate that we would be remiss in our duty if we didn’t give 
you the benefit of our experience. 

Senator Monroney. 1950 looked like a pretty black year, and prac- 
tically all the companies, R.C.A.C. is up 262 percent for 1958, Western 
Union is up 135 percent, Tropical Radio is up 252 percent, Press Wire- 
less is up on percent, All American is up 86 percent. 

I presume the newer ones, such as Commercial Cable, were not 
operating at that time; is that correct ? 

Mr. Dorrrer. Senator, may I read to you two significant develop- 
ments. 

First, I will try to answer your question by saying in 1950 we had 
no jet planes, we certainly didn’t have any transatlantic telephone 
cables, Hawaiian nor Alaska. I would like to point out the share— 
the division in cents of the total international communications dollar 
among the various services, and I think this is most significant. In 
1947 the share of the international communications dollar was, for 
A.T. & T., 11.8 cents; in 1957, it was 19.7 cents. 

Now, the converse of that is that the share of the international com- 
munications dollar telegraph the message revenues in 1947 was 84.2 
cents, and it is down to 64.1 cents now, and that is the trend, and that 
is what we are trying to point out to this committee. 

Senator Monroney. But give us the figure on what the amount of 
those dollars were in increasing in both fields. Certainly, A.T. 
& T., because they have lower rates and extended better service, have 
picked up and helped add to the increase of the volume of overseas 
communications dollars being spent, but you wouldn’t want us to 
understand that.the international cable, the written message—I am 
going to call it telecommunications to identify it—is less than it was 
in that same time that you compare it with. 

Mr. Dorrrrr. No; but I can give you the dollars. In 1947, the 
A.T. & T. overseas telephone revenues were $5,766,000, and in 1957 
they were $18,850,000, and there was no rate increase during that 
period of time. 

With respect to the International telegraph message revenues, for 
1947 it was $41,259,000, and in 1957 it was $61,306,000. 

Senator Monroney. An increase of roughly $20 million. 
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Mr. Dorrrer. I might say they had four rate increases. 

Senator Monroney. Now, you say that is the message increase. 
Now, what is the increase in other services, because while A.T. & T. 
did not stand still, neither did the free enterprise competition within 
this group stand still; did it? 

Mr. Dorrrer. Well, relatively they went back. 

Senator Monroney. I ‘am not interested in relativity, I am inter- 
ested in dollars, because I think that is the thing we are concerned 
with. 

Mr. Dorrrer. Well, perhaps this is the theory that you are inter- 
ested in. The direct customer service revenues were, in 1947, $784,- 
000, and they rose in 1957 to $9,877,000. 

Senator Monroney. That is pretty fair—a 10 to 1 increase. 

Mr. Dorrrer. But 5 million of that was military. 

Senator Monroney. Well, still they pay, don’t they ? 

Mr. Dorrrer. Indeed. 

Senator Monroney. I don’t know why military dollars aren’t as 
valuable as Senator Thurmond’s dollar, and my dollar. It is service 
that is not being bought unless it is necessary and needed. We are 
trying to assess, I am speaking only for myself, I can’t speak for 
the rest of the committee, but unless a case of hardship or certainly 
one that is established approaching hardship can be established for 
creating a monopoly, I don’t know why this committee should be con- 
cerned with giving you the power to merge these companies, and 
your testimony indicates that will be done. If we had a monopoly 
in an international airlines service today, and no one flying overseas 
could possibly compete, and it was all under a one-flag carrier as was 
urged on us so often, I doubt seriously if you would have jet trans- 
ports on the line today. 

I don’t think that the monopoly service of the government monop- 
olies of communications abroad, from what I have understood, and 
the little use I have made of it, compares with the free enterprise 
service that we have been able to obtain through our own system. 

a your evaluation that the European service is better than 
ours 

Mr. Dorrrer. The European service? 

Senator Monronry. Yes. 

Mr. Doerrer. Oh, no; I don’t think it is. 

Senator Monroney. That is a monopoly, is it not? 

Mr. Dorrrer. Let me say this: I don’t think that it can compete 
with the A.T. & T. service in this country. 

Senator Monroney. The four Senators here are users of communi- 
cations to probably as big a degree as most average persons are. We 
have an allowance for telephone, we have an allowance for telegraph. 
We find that many times our needs are better filled by telegraphic 
communications rather than by telephone. They both serve differ- 
ent needs, as far as I am concerned, and I believe as far as the dis- 
tinguished Senator from Texas is concerned. 

Mr. Dorrrer. I will never be moved in a position where I have 
to defend Government operations, even though it be labeled monopoly. 
Senator Monroney. It is monopoly, no competition with the esta 
lished overseas service abroad. There would be no competition with 

the established monopoly here, is that not correct ? 








146 MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 


Mr. Dorrrer. I am trying to say you can’t compare a monopoly 
operated by a gevonrment with a monopoly operated by private enter- 
prise, The latter has it all over the former. 

Senator Monronery. I think you have a good case in point for 
progress with A.T. & T., but who knows what this new one would 
be? I can say definitely as a user of a considerable amount of tele- 
graphic service that monopoly in telegraph communications in this 
country did not improve, but rather worsened when the merger took 
place between Postal and Western Union. I believe most all the 
telegraph users in Congress would to a degree agree to that state- 
ment, and instead of improving the service it worsened the service. 
We were faced with an emergency in which Postal was under bank- 
ruptcy order, and it became an urgent necessity. 

Mr. Doerrer. I would suggest the experience this company had 
with Postal and Western Union would be a worthwhile study. It 
would be my own personal view, but I think the service deteriorated, 
and I think it is better today because we have one message company. 
I think the service is not only better, it is cheaper. 

Senator Monroney. You are entitled to your opinion, but as a tele- 

aph user I certainly could not agree with you, and I admit that 
it was wise to permit the merger, because there was nothing else to do. 
One company was completely, totally bankrupt, and the other was 
threatened with that, but from the statistics you show us here you 
have got two lame ducks in this whole list that are in bad condition. 
I don’t know why the one group, the A.C: & R. might not be able 
to work out its own sale, which I am sure you have the power to 
permit, to merge the cable operation with a larger cable operation. 

Mr. Dorrrer. I doubt whether we have that power, Senator. 

Senator Monroney. If the Congress gave it to you—— 

Mr. Dorerrer. I want to reiterate that you can’t blind yourself by 
looking just at statistics. You have to look at the realities, you have 
to properly appraise the modern developments, and take a look at 
what these signs are pointing toward. 

Senator Monronry. We did have a surprise in the story on the 
outer space explosions of scientific tests and nuclear effects, quoting 
from the New York Times of yesterday, where it says: 

The second military implication of the high altitude tests is the possible effect 
upon communications. The results seem to indicate that certain frequencies 
will not be seriously affected. 

But the threat could be imported since the Nation’s deterrent to nuclear at- 
tack by an enemy is based upon massive retaliation and also upon some system 
of warning.’ If communications were interrupted the warning might never 
reach U.S. bases or the orders to take off or to launch missiles might never reach 
the strategic forces. 

All services have been planning an integrated program for the modernization 
of their communications, in part to increase the reliability of the system in part 
to meet .the need for greater speed. The Air Force viewed the results of John- 
ston Island-Argus tests serious enough to renew and emphasize its request for 
another undersea cable to England, if possible direct from the United States. 

Do you consider this Johnston Island-Argus test a serious threat to 
our communications and the need for continuation of cable services 
since the wireless services might be interrupted ? © 

Mr. Dorrrer. That information, of course, the Commission was 
familiar with about a year ago, and we were quite disturbed about that, 
and that did condition some of my thinking. That is an argument 
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why we should encourage a system of communication which would per- 
mit the construction of cable, and not the cable that they have got now, 
but the cable which will permit a communication of data processing, 
and some of the demands today which cannot be met with the small 
capital commitments of the past. 

This takes real money, and in order to have real money you just 
won’t have too much competition in a field that lends itself to, you can 
call it monopolistic exclusivity, or affected with the public interest. It 
just is unthinkable for this country to break away from that which 
we have been dealing with, we know how to deal with, and we have 
‘dealt with for over 50 to 75 years. 

Senator Monroney. I have no further questions. 

Senator McGee? 

Senator McGee. No, sir. 

Senator Monroney. Senator Morton. 

Senator Morton. How about Senator Yarborough? 

Senator YARBoroucH. Just one. 

Referring to this table K you were testifying about, attached to 
exhibit J, I believe that your column 3 reflects that the net operating 
revenues for these areas for 1958 were considerably higher than for the 


average year 1951 to 1958; is it not? Your average for 1951 to 1958 


was $8,952,000, in net revenues, and for the year 1958 it had gone up to 
$10,139,000; is that not correct ? 

Mr. Enpe. That is the fact, but there were several reasons. First, 
there was an increase granted in 1958. Second, the plant investment 


of the carriers has gone up very considerably. Therefore, it takes 


more dollars to give the same return on a much higher investment, so 
that in looking upon dollar figures you must relate that to the invest- 
ment of the carriers over the years. 

You will see, for example, if you will look on line 6, the average net 
plant in 1958 was $69,323,000 as against an 8-year average of $57,- 
267,000, or an increase of 36 percent for 1958 over 1950. 

Mr. Yarsoroucnu. Plant investment went up 36 percent and net 
operating revenues went up 73 percent ? 

Mr. Enpe. Yes, sir, since 1950. 

Senator Yarsoroucnu. So the net operating revenues went up more 
than twice as fast as plant investment ? 

Mr. Enpe. Yes, sir; and that was due to the fact, sir, there had been 
no rate adjustments granted these carriers since the year 1949. The 
Commission had taken the position in the intervening years that 
there were some good years and some years not so good, and therefore 
did not give the carriers any adjustments at all during this period 
until the situation confronted them in 1958 where they were faced with 


a major out-of-pocket expense to the domestic landline carrier which 


picks up and terminates their traffic, and then the rate increase was 
given. 

Senator YarsBoroveH. You gave the rate increase in 1958 ? 

Mr. Enpe. Yes, sir. 

Senator Yarzoroucu. Is that the reason for this big jump ? 

Mr. Enpe. Part of it. Part of it was due to the fact that there was 


an increase in the plant. The actal differentiation is 30 percent, not 


73 — as you pointed out, yourself. 
_ Senator YarsoroueH. But your increase of net operating revenues 
is more than twice as much percentagewise as the investment ? 
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Mr. Enver. Yes, sir; but part of that is taken by the Federal income 
tax, and if I may suggest, sir, the comparison might be somewhat fairer 
to the carriers if you looked at line 5, where you see it after income 
taxes, and there is 136 as against 144, sir, for 1958 over 1950. 

Senator YarsoroueH. You still have a faster increase in net op- 
erating income; even after taxes your net operating income went up 
more in 1958 than it had for the average, so these new competitive 
factors that have been described, I believe it has been testified here 
that, all the A.T. & T. cables have been completed since 1950; is that 
correct ¢ 

Mr. Dorrrer. All the A.T. & T. cables? Oh, no. 

Senator Yarsoroucu. Haven’t they been completed since 1950 when 
the voice competition got strong, in the last few years? 

Mr. Doerrer. 1956 was the laying of the first cable, transatlantic. 

Senator YarsoroucH. By A.T. & T.? 

Mr. Dorrrer. And I think the following year there was imple- 
mented the Hawaiian cable. 

Senator YarsoroucH. Then all of the voice cables have been laid 
since 1950? 

Mr. Dorrrer. Oh, yes. 

Senator YarsoroueH. I understand in answer to the question by 
Senator Monroney you said all the voice cables had been laid since 
1950 ; that that is a new type of competition. 

Mr. Dorrrer. Since 1956; yes. 

Senator Yarsoroucu. That is a new type of competition with the 
written message, and this new type of competition going up, the fact 
that the income, the net income, whether you take it before or after 
taxes, went up faster in 1958 than for the average of the 7-year period, 
and it went up faster than the investment of new plant income. 

Don’t you think that 1958 is a banner red letter year ? 

Mr. Doerrerr. It might be, Senator, but that merely demonstrates 
what I tried to say before—whether you have a low capital invest- 
ment, as compared to a high investment, you have more volatility. 
Really, one or two birds don’t make a summer in a case of that kind. 
The operating ratios are much more—have a much greater impact 
than the investment. Somewhat like the trucking operations, there 
the operating ratio is important, as compared to a railroad where 
they have a huge capital investment. You don’t get that terrific fluc- 
tuation, so you are going to be pretty careful when you start drawing 
analogies comparing 1 year with another. You have to go back 
and find out what the reason is. 

Senator YarsoroucH. How many men will lose their jobs if this 
merger goes through—how many people will be thrown out of work? 

Mr. Dorrrer. We don’t know that. I assume that is going to be 
developed. It looks to me that this bill has certainly gone to all the 
care and caution that you could ask any legislative body to go to in 
protecting the rights and the prospects of those who are presently 
employed. 

Mr. Ende pointed out to me that altogether there are 5,186 men 
employed in this industry in the United States. I dont’ know how 
mene there are in all—about 11,000 employees throughout the entire 
world. 
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Senator Yarsoroucu. Of all of these eight competing groups? 

Mr. Dorrrrr. Yes. 

Senator Yarsoroucn. If these 8 are merged into 1, how many of 
that 11,000 will lose their jobs ? 

Mr. Dorrrer. I just don’t know. I am not qualified to answer that, 
Senator, but, as long as you ask me, I would say this: It will take 
time, in the first place, and there is a natural—what do you call it ?— 
attrition of employees throughout a period of time, and I assume that 
this will probably operate the way any Government agency operates 
when it has to cut down. What happens, it just doesn’t hire new 
ne” and that should take care of a good deal of the employee 

ropiem. 
, I was quite impressed with the sincerity of those who discussed this 
bill with their regard for the employee, and that certainly wasn’t 
true 20 years ago, when nobody seemed to care. : 

Senator Yarsoroucu. Now, if the A.C. & R. group of 3 companies, 
the Commercial Cable is losing, and you have 2 others, All America 
and Mackay Radio, that are doing pretty well, and in the other inde- 
pendent 5, it seems that 3 of those are doing extremely well, 2 extremely 
well with their net operating revenues up, RCA 262 percent in 1958 
over the average for 7 years and Tropical Radio up 252 percent over 
the 7-year average, that much jump for 1958. With revenues jump- 
ing that much over a 7-year average, do you think they need to con- 
solidate to keep in a healthy condition ? 

Mr. Dorrrer. Yes; I do. I don’t think this is significant with 
respect to the future. No doubt the history of these companies would 
show equal percentages going the opposite way. 

Senator Yarsoroucn. If you have three weak ones.not making 
money wouldn’t the sounder position be to let those three merge, one 
with each of these strong companies, and leave five strong companies 
in competition rather than merge all eight and have just one company ? 

Mr. Dorrrer. That is part of our problem. When they are mak- 
ing money they don’t want merger. When they are losing, they want 
merger, but it doesn’t happen to be the same people each year. That 
is part of it. 

I don’t think that has impressed the Commission in the past. The 
thing that impresses the Commission today are these new develop- 
ments that this committee should take cognizance of, the two that I 
have indicated plus another which no doubt you will hear about—it is 
classified information. 

Senator Yarzorovuen. Now, Mr. Chairman, in response to the chair- 
man’s question, Senator Monroney, you testified about the increase in 
revenues that A.T. & T. was receiving from its cable used for voice 
communications, and also there were some figures you gave Senator 
Monroney on the increase in revenue by these written messages the 
companies had received since 1947, and did I correctly understand you 
to say that their revenues had gone up since 1947 from 40 million to 
60 million ? 

Mr. Dorrrer. Forty-one to sixty-one million, in rough figures. 

eer YarsoroucH. That is a 50-percent increase in that 11-year 
period ? 

Mr. Dorrrer. Yes; those are in gross. 
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Senator Yarsoroucu. What I am pointing out is even though 
A.T. & T. is getting a share of the market, the volume communication 
particularly between Europe and the United States has multiplied 
amazingly rapidly in the postwar years; has it not? 

Mr. Dorrrer. Yes. 

Senator Yarsorouecn. Both voice and written communication. 

Mr. Dorrrer. Of course, the figure you are talking about was 
brought about partly by rate increases. There were five rate increases 
in these figures. 

Senator YarsoroucH. Did the rate increase reduce the volume? 

Mr. Dorrrer. You always have a reduction in volume, and then a 
recovery. Sometimes it doesn’t recover fully. 

Senator YarsoroueH. With these five rate increases, what was the 
volume of messages, of written messages, today or 1958 compared 
with the 1947 volume of written messages ? 

Mr. Dorrrer. Messages, or dollars? 

Senator YarsoroueH. Messages. You said the dollars were due to. 
rate increases, so let us go back to volume, and consider volume rather 
than dollars. 

Mr. Doerrer. I said it was partly due. Naturally there is an in- 
crease. I don’t know what the population of this country was in 
1947, but in 1953 it was 153 million, and it is 176 million now. There 
is a natural increment in business, and in business contacts. 

Senator Yarsoroucu. And with the recovery of Western Europe, 
and with American tourist travel in Europe, this rate is going up 
rapidly, with the vast number of American tourists in Europe every 
summer. 

Mr. Dorrrer. The important thing is that the telegraph messages 
cut of the communications dollar is going down. 

Senator YarsoroucH. When Europe’s population and overall 
volume is expanding as fast as it is, that doesn’t necessarily mean that 
wy - losing money because their share of the gross market is less; 

oes it 

Mr. Enpe. The actual increase, sir, in telegraph volume is shown 
on table O, which we have given you. 

Senator Yarsoroucu. Is that a part of exhibit K? 

Mr. Enver. That is a part of appendix B, toward the end of the 
thing, a short table, table O. 

Senator Morton. This is the percentage of the total word volume 
that each of these carriers is now getting? 

Mr. Enpve. Yes, and if you will look on the second page of that, 
under “All Carriers,” you will see the increase since 1950. 

Now, the total increase since 1950 to the first half of 1958 is 11.4 
percent, in words. Since the telegrams are charged for on the word 
rather than message basis, we have given statistics on words. There 
has been a 50-percent increase in the number of dollars. The number- 
of words has actually only been up 11.4 percent. 

Senator YarsoroueH. In 1957 it was up 17 percent. 

Mr. Enver. Yes, sir; that was part of the Suez crisis, and a lot of 
that was press traffic. 

Senator Yarsoroven. Don’t you normally have an upswing in the 
last half of the year, Christmas season, and all? 

_ Mr. Enve. What we gain in Christmas, we gain on Mother’s day 
in the first half of the year. We find the year actually divides itself 
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about 50-50, because the second half of the year on the calendar has 
the summer months, where there is also a falloff, so we have found 
there is some difference, but not enough to account for the significant 
factor there. 

1956 and 1957 are the 2 years of high traffic, and that was the Suez 
crisis with its terrific volume of primary press traffic. Also in 1956 
there was a presidential election, which leads to some additional inter- 
national traffic as the world becomes more concerned about American 

olitics. 
J We have found it goes up in presidential years. 

The 1958 volume shows you the effect of the recession, and there is 
a decrease, actually there of a very considerable amount. If you 
double the first half figure you get about 580,000, or a decrease of 28 
million words, since this is in millions, or about 5 percent. 

Senator Yarsoroucu. The present telephone rate to West Berlin, 
it is reasonable to anticipate in 1959 there will be an increase in word 
volume ? 

Mr. Enpe. It may or may not happen. If a serious crisis takes 
place, the volume of words will tend to rise. 

Senator YarsoroucH. I have no further questions. Thank you, 
Mr. Chairman. 

Senator Monroney. Senator Morton. 

Senator Morron. I apologize first for not being here earlier. I was 
seeing a dentist, and that is one thing I would least rather do than 
attend a committee meeting. 

Is the genesis of this request for this legislation the problem in get- 
ting another cable across the Atlantic? 

Mr. Doerrer. That is part of it. No doubt the A.T. & T. could 
finance another cable, and perhaps another one as far as the financial 
ability is concerned. The real problem is how to get the telegraph 
companies in such form that they too can go in the market and raise 
sufficient capital to carry on what we would like to see them carry 
on, and that is essentially the record message part of our communica- 
tions business. 

Senator Morton. Is the A.T. & T. in the record message business, 
transatlantically now? 

Mr. Dorrrer. No. The answer to that is no. There may be some 
very slight military qualification. 

Senator Morton. I am speaking commercially. 

Mr. Dorrrrr. Essentially it is in telephony and the voice channel 
business, and that is where we want to keep it. 

Senator Morron. And your real concern is for the future, unless 
some legislation enabling some such proposition comes along, that you 
will have difficulty maintaining that and you will find a situation that 
we found when were were up against the Postal and Western Union 
merger, that there is nothing else we can do but turn over the record 
stuff to A.T. and T., too. Is that so? They are the only people that 
can build the cable. 

Mr. Dorrrer. That is our concern. 

Senator Monroney. Am I correct, Mr. Chairman, in the 8-year 
average of the A.C. & R. group with the figures that I think are cor- 
rect, $1,284,000 and All-American, had $1,284,000 profit and a profit 
of $1,904,000 for Mackay Radio, is that correct ? 
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Mr. Dorrrer. Yes. 

Senator Monronry. The loss of $467,000 on Commercial Cable. 
Now, this is all the A.C. & R. group. Those figures, added together, 
means there are two profitable companies that made $3,188,000, and 
one unprofitable company lost $467,000, so that the net of the three 
operations was $2,721,000, is that correct ? 

Mr. Dorrrer. Yes. 

Senator Monroney. Now, as I understand it, the A.C. & R. group 
is another subsidiary of I.T. & T., is that not correct? 

Mr. Dorrrer. Yes. 

Senator Monroney. Do you have the profits made by I.T. & T. for 
the last year, or for the 8-year average, because it is all one big happy 
family, and I am sure with the amount of radio communications equip- 
ment and things like that that I.T. & T. are selling that the $467,000 
loss, although it was covered with a $2,721,000 net profit in this’ one 
category alone, is not going to bankrupt the parent company, is it? 

Mr. Dorerrer. We can’t take into consideration the profits nor the 
losses of a parent company that is not in the common carrier business, 

Senator Monroney. Well, of course, we have had that through the 
Holding Company Act, an instance where we couldn’t take into con- 
sideration the vast holding company operation, but it is a subsidiary 
of the I.T. & T., is it not? 

Mr. Dorrrer. That is correct. 

Senator Monroney. Now, since this legislation was pending on 
probably the vast information you have and the data you gave us in 
these hearings, the Board has concerned itself in various conversations 
over this matter. Have you had formal hearings to acquire this 
information ? 

Mr. Dorrrer. No, I haven’t been importuned by any I.T. & T. 
people. I have called in and discussed with various people in the 
business some aspects of the problem. 

Senator Monroney. Did you call them in or did they call you? 

Mr. Doerrer. I think I made the first approach in at least two cases 
that I know about. I can give you a little of the background. 

I was disturbed about a license matter we had some time ago which 
went up to the Supreme Court. I was on the minority, and still was 
on the minority after the Supreme Court got through with it, but in 
any event, I was disturbed because my past experience as a Commis- 
sioner on the State level didn’t give me sufficient experience to know 
how to cope adequately with trying to regulate carriers who were in 
competition with each other. 

It seemed to me, and I have said so, that in this country, in lieu of 
regulation we have competition, so actually what is the Commission 
doing in this field ? 

Let them be on their own if they are going to compete and let the 
devil take the hindmost. 

It has been pointed out to me that after all some of these services 
are very essential; it is the public interest which is at stake, and you 
will have to do the best you can, but to me it is an anomally to try to 
regulate the prices and the service of competitors. 

Senator Monroney. Well now, is it so much of an anomaly? For 
scores of years we have had an Interstate Commerce Commission that 
regulates the rates on freight between competing railroads and among 
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thousands of trucklines; the CAB is engaged rather fully in areas of 
regulating rates on airlines, so it isn’t something peculiar to the Fed- 
eral Communications Commission. But another question arises when 
you recommend merger of a portion of carriers coming within your 
jurisidiction. Because if your argument obtains in this case, that it 
is an impossible regulatory thing, then we should get out. We should 
monopolize and permit exclusive ties in the airlines, and heaven for- 
bid that, or the railroads, or the trucklines. 

Mr. Doerrer. I don’t think that that follows. I didn’t wish to infer 
that there is no competition between any type of either common car- 
rier or a utility which is not competitive. It is the same kind of a 
service. 

Now, for illustration, the electric power companies compete with 
the gas companies with respect to ovens, water heaters; that isn’t the 
thing that bothers me. 

It is where the same utility performs exactly the same service in 
the same area. 

Senator Monroney. Competition among them on the same rate for 
quality of service. If you take 3 days to get a telegram over one line 
across to Europe, and you get the other in 3 hours, you have a com- 

etitive condition; although the rate is the same, then service is the 

ey point in building up the traffic in volume. 

I don’t see any grave regulatory problem that would be demanding 
enough to depart from the competitive spirit in which these carriers 
have grown, and in which we have a 10 to 1 increase, if I remember 
the figures correctly, in the dollar volume in the past 10 years? 

Mr. Doerrer. I can give an illustration of what is difficult. As- 
suming one company is losing money and needs an increase. If we 
give it an increase, it gets less business, you aren’t helping that com- 
pany necessarily. 

Senator Monroney. But certainly the company that is losing 
money, getting the increase and installing new service or new ma- 
chinery or things of that kind would help it get back in the running. 

Now, the Commercial Cable seems to be the “lamest” of the lame 
ducks. What is the reason for their deficit position ? 

You have evidently studied it and must have some ideas why 
Western Union cables can make $16 million a year over the 8-year 
average, and why they lose money. 

Mr. Dorrrer. Who would like to handle that one? 

Mr. Enver. We have analyzed those figures for some time, and we 
find that there is this problem in the commercial cable situation which 
is part of the A. C. & R. group. Their cables are relatively old and 
they serve the European area only. Also the A. C. & R. group owns 
Mackay, which is a radio company which serves many of the same 
points. 

The A. C. & R. group has advised us that they have generall 
adopted a policy that, where its service is about the same, they wil 
handle the traffic over the route that will return to the U.S. entities or 
carriers the largest share of either the dollar which is given them or 
an opportunity for return traffic; and that is the situation which has 
developed, and if you look at the table with respect to Mackay, you 
will see that Mackay has grown, relatively speaking, very rapidly. 

It has been feasible for those carriers to handle the traffic in that 
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fashion so that part of the situation is due to the age of the cables, 
part of it is due to the nature of an integrated operation. 

Senator Monroney. Well, now, if I go in to send a cable over Com- 
mercial Cable here in Washington—I believe they have a Washington 
oftice—— 

. Mr. Enver. They have an integrated office for the three companies, 

Senator Monroney. If I want to send a cable from here to London, 
we will say, how do I know whether it is going to be sent by Mackay 
or by Commercial Cable or by All-America, or does it depend on the 
tax position of the A. C. & R. group which way it is going? 

Mr. Enpe. If you say nothing and walk into the Commercial Cable 
office, which is an office for the three companies, and give them a mes- 
sage, they assume that you desire to have the Commercial Cable Co. 
handle it—the A. C. & R. group handle it in the most expeditious 
fashion possible. 

If you desire it to go by a cable route, you write on the message that 
you want it to go by cable, and they then undertake to honor it. 

Senator Monroney. But I have to write on it that I want it to go by 
cable? 

Mr. Enpe. Yes, sir, because you are walking into an office that has 
three companies. 

Senator Monroney. Let’s be sensible. If the net of the three com- 
panies is 2,721,000 over an 8-year average, and if Commercial Cable 
is in a deficit position, it is in a deficit position largely because of the 
I. T. & T., or its junior partner, the A. C. & R. group, or it may be 
Mackay Telegraph or All-America. 

I don’t know how the public can win on that kind of a deal. The 
control of this whole traflic originating in the combined offices, you 
tell us, is up to the man that takes the message, and he files it and 
sends it the best way for the company, and the best way for the com- 
pany is apparently not the choice of the customer. It has been the 
way that A. C. & R. wants to send it, and apparently from the figures 
it has been either on All-America or on Mackay Radio, and so Com- 
mercial Cable is the low man on the totem pole. 

I don’t know why that would be a justification for permitting 
merger—we have an example of the results of merger here with three 
companies, and we see a very unusual, I think, situation where two 
companies are progressing while this one is declining, and now you 
ask to rescue them because they are the victim of their own dispatching. 

Mr. Dorrrer. Well, you have a principle of regulation where you 
have a carrier, talking about transportation or communications, where 
if there is no specification as to how the freight or the message is to 
travel, the responsibility is on the carrier to take the most efficient and 
expeditious, and the cheapest. 

ow, for a regulatory agency to get into that detailed amount of 
regulation sometimes is quite a burden, and perhaps more costly than 
just allowing the standard of ordinary prudence and reasonableness, 
ut that is part of the reason that regulatory agencies don’t go out 
of business. They have always got problems. 

Senator Monroney. Are there any further questions? 

Senator Morton. You are not trying to justify—I see no reason, 
following Senator Monroney’s argument, I see no reason not to look 
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at the A.C. & R. group asa group. You are not saying we shouldn’t 
look at it as a group? 

Mr. Dorrrer. No. 

Senator Monroney. The one horror case is what I am trying to call 
attention to in the committee hearings, Commercial Cables, which 
has had a very bad loss ratio for the past 8 years, but when you com- 
bine it with its two bigger brothers and it is all one operation, all 
sent out of one office, you have still got a net profit in the 8-year 
average, $2,721,000, and I don’t think the impression that the industry 
is bad by these lame ducks when they are actually a part of a bigger 
operation is valid. 

Senator Morton. I agree, but I say don’t argue the point, accept 
the A.C. & R. group as a group and then it comes down to even 
though they are making a profit whether the situation is such that 
they can continue against A.T. & T. in the future. That is the ques- 
tion I think that is before us. 

I agree with you completely we might as well look at these three as if 
they were one. ‘ 

Senator Monroney. The only other deficit position we have is 
Globe Wireless, apparently one of the smaller of the operations. It 
is the wireless company which could very easily be considered, but 
it could perhaps—what I am saying is, instead of merging the whole 
thing into one big package, that certain specific mergers, for in- 
stance Commercial Cable, could be absorbed by Mackay Radio & Cable 
or Globe Wireless absorbed by others, you would have them all in a 
profitable position. 

Senator Morton. This profit of $2.7, is that before or after taxes? 

Mr. Dorrrrr. Before taxes. 

Senator Monroney. This Globe loss becomes a pretty nice thing if 
it can be deducted in the course of the corporate structure, so you can’t 
get a standard figure is the reason you have to take it before taxes, 
because the loss works the other way when you figure the net after 
taxes that the others would take. 

Senator Morton. Perhaps it came out before I got here, but what 
does it cost to put a cable to Europe? What is the approximate cost 
of a cable? 

Mr. Doerrer. A 36-channel cable that A.T. & T. laid cost around 
$36 million, but because of the improvement and the possibility of 
increased efficiency, it might run around $40 million. 

Now, that brings up, I think, the real consideration with which this 
committee will have to grapple, and that is to get that kind of money 
from the investor you have got to have a pretty substantial organiza- 
tion, and the type of organization that we envision is one that is made 
up of a combination of what is in the business today. 

Now, the only other route would be for somebody who has got $40 
million to risk it and put one of these companies in business, and then 
you can kiss the others goodbye. 

Senator Morton. What did it cost to repair that cable that wes cut? 

Mr. Dorrrer. That cost about $250,000. Excuse me, I think that 
was just for one. There were three or four cut, but that type of com- 
munication, as you know, is about 100 percent reliable compared to 
about 75 percent the radio way, and with what Senator Monroney 
indicated before, the explosion of atomic weapons in the area which 
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would further interfer with communication by radio, this country: 
just can’t dilly dally much longer without other methods, standby: 
means of communication. Thecable is one. 

Senator Monroney. But in an emergency, the telephone cables can 
be instantly converted to telegraphic communications, can’t they ? 

Mr. Dorrrer. I know, Senator, but that doesn’t help the monopoly 
situation ; that enhances it. 

Senator Monroney. I say in an emergency. If we have an area 
of radioactive dust or electrons kicking around the world, heaven for- 
bid, but if we do, that is an emergency where we would still have 
cables we can use for telegraphic communication. 

Mr. Dorrrer. That is true, I agree, but it takes time. Assuming 
it happens, heaven forbid 

Senator Monroney. It can happen both ways. In other words, we 
have to merge so we can have cable communication under the theory 
that we may have electronic interference coming from out in space. 
That is one factor. 

Then we have to save these by merger because the telephone cables 
are so much more efficient, yet you can send the same messages in the 
event of emergency over these telephone cables. 

We do have the defense means in the event of interruption of wire- 
less through our telephone cables to both the Atlantic and Pacific. 

Mr. Dorrrer. But the point I wanted to make was that we are living 
in a day and an age—this is a cold war, and we can’t forget it from 
one day to the next. And as long as we are, we just can’t have the 
full impact of our cherished competitive facilities to the point where 
it becomesaluxury. We just have to keeep geared and tooled. 

We have to provide not only the Government, but the civilians, 
reliable, quick methods of communication, and if we had in ordinary 
times, peaceful times, I wouldn’t be quite as excited about this merger 
situation as I am today. 

Senator Monroney. As I understand it, the telephone cables will 
carry some 24 channels of communication at one time; is that correct? 
One voice channel will carry 24 telegraph services ? 

Mr. Dorrrer. That is correct. 





Senator Monroney. If they cease to be used for voice when we need - 


to use them in the event of emergency, we have the effect of 24 tele- 
graph cables. 

Mr. Dorrrer. You are speaking now of just the cable, but there is a 
lot to do before you get to that point. It is a terminal problem, feed- 
ing the thing back overseas and here. You don’t push a button and 
change this thing overnight without substantial planning. 

Senator Monronry. I am sure the Department of Defense will prob- 
ably calculate that, at least I hope they have, how to switch these tele- 
phone cables for possible use in an emergency to telegraphic. 

Mr. Dorrrer. That might be, but, nonetheless, our problem is pre- 
cisely that. 

We may be hobbled by present legislation from quickly effecting 
these changes, and that is what we are down here recommending. 

Senator Monronry. Now, in the event of emergency, you don’t 
think you would have to clear through the FCC if all wireless went 
out by blast, to get communications going again ? 
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Mr. Dorrrer. No; I should say not. I don’t think we would monkey 
around too long, especially with military requirements. But in the 
civilian field you have yourself a lawsuit. 

Senator Monronery. The capacity of the wireless to condense a mes- 
sage, that is becoming a rather well known art in taking a 5-minute 
message and condensing it toa few seconds; is it not? 

Mr. Dorrrer. I don’t know. Unless you are touching upon some 
technique that I haven’t heard about. 

Senator Monroney. It is a technique you hear about all the time 
in radio communications, and I presumed that it would come before 
you. There is apparently rapid transmission of communications by 
wireless to the extent that normal transmission time can be cut by one 
recording in a normal voice on a tape, then transmitted at a rapid 
speed, and at the terminal brought back to the normal voice. 

Mr. Woopwarp. That is high-speed transmission of a message pre- 
recorded on tape at normal speaking voice and then speeded up, but 
it requires a very broad-band channel, broader than a telephone chan- 
nel, to handle that sort of thing. 

In other words, if you speak at the normal rate which will go over 
the normal telephone channel, and then speed it up, say, 10 times, you 
will need 10 times the band width to carry that thing in one-tenth 
the time. 

In other words, it can be done, but it takes band width, and that is 
the band width which the telegraph companies obviously do not have. 

Senator Monronry. But there are electronic developments that 
perhaps could code a telegraph message, and with the proper type of 
cable could also condense these messages. 

Mr. Woopwarp. If you had the proper cable. If you have the 
existing channels now, every impulse that goes over that cable has a 
meaning. There is no waste time. You can’t send it over the cable 
channels any faster than you do right this very minute. You will 
need a broader band of communications, and each one of these chan- 
nels of communications has a band width capable of taking about 60 
words; or a multiplex circuit that is about 15 cycles. That is all it 
can do. 

If you want to send it 10 times as fast, you need 150 cycles, which 
is beyond the channel capacity. You need new telegraph cables to 
Europe, we will say, if you want to carry on that kind of communi- 
cation. 

Senator Monroney. So there is no known science, then, so that you 
can speed up by pretaping and getting that impulse over the —— 

Mr. Woopwarp. Over a standard telegraph cable. 

Senator Monroney. But over a coaxial cable, could it be done? 

Mr. Woopwarp. Over broad band channels. You take a given 
band width and send over messages at a spurt, or whether you sent 
10 normal telephone messages over, at the end if you had 10 messages 
to send, whether you code that and send those 10 at a very high rate 
of speed, or just talk each one of those messages in at your normal 
voice, the output would be exactly the same. You wouldn’t get that 
over any faster with a given band width. 

Senator Monronery. Are there any further questions? 

Thank you very much, Mr. Chairman. You have completed your 
testimony. 

40287—59——11 
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Is there any further evidence you would wish to put in this 
afternoon ? 

Mr. Dorrrer. No, we will file these tables. 

Senator Monroney. Yes, the tables. We would like particularly 
to put in the tables that we have referred to. 

Mr. Dorrrer. I think the chairman would be well advised to take 
all of them, all of the tables which we have submitted. There is a 
wealth of research material there. 

Senator Monronrey. Would you submit for the record, after you 
see your appointment, the numbers of persons that you have talked to 
of the cable group that have solicited opportunities to talk to you, 
and those that you have called, please? 

Mr. Dorrrer. Well, I can give you that now. I talked to—do you 
mean all of the people? 

Senator Monroney. I mean the people that have urged the presen- 
tation of this very fine testimony this morning who are interested as 
operators of these cable companies. 

Mr. Dorrrrr. Well, of course, I have talked to all kinds of people, 
Congressmen and labor leaders. I will supply that. 

Senator Monroney. We want only the ones who have appeared 
advocating this legislation to permit the merger of these companies, 

Mr. Doerrrer. I will supply that. 

Senator Monroney. Or opposed to it, those that appeared opposed 
to it. 

Mr. Doerrer. Yes, I will try todo that. Starting from what time? 
I have been talking about this now for years. 

Senator Monroney. Well, a reasonable length of time. I know this 
bill has been before—it was introduced to stimulate discussion. 

Mr. Dorrrer. To make the record clear, I don’t know when the first 
merger bill was introduced with respect to this problem, and when I 
took the position there ought to be a merger, I wasn’t aware of any. 

I took that shortly after I came on the Commission. 

Senator Monroney. When did the Commission change its position 
which has been rather violently against this? 

Mr. Doerrer. It hasn’t always been, but I think, as I indicate in 
my statement in 1950 they saw no compelling reason for it, but there 
was a caveat in which they warned—they anticipated at that time the 
development of the jet age and indicated there might be future devel- 
opments which would require a change in that recommendation. 

Senator Monroney. In 1950. Even at that time it was a very dis- 
astrous year in the revenues which we show now up 200 and 300 percent. 

Mr. Dorrrer. I suppose they were dealing with 1947 to 1949 figures 
-at that time. 

Senator Monroney. Thank you very much, Mr. Chairman. 

The committee will stand in recess until 1:30. 

(Whereupon, at 12:27 p.m., the committee recessed, to reconvene 
at 1:30 p.m., the same day.) 


FrEepERAL COMMUNICATIONS COMMISSION, 
Washington, D.C., April 20, 1959. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear SENATOR MaGnuson: After I testified on the bill to permit merger of in- 
ternational telegraph and marine carriers on March 20, 1959, other govern- 
mental agencies submitted their views on the bill to your committee. 
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We are pleased to note that most of the agencies submitting such comments 
either supported our conclusion as to the need for legislation of this type or 
offered no objections to the enactment of the legislation. The Department of 
Justice, however, objected to the proposed legislation. We not only disagree 
with the conclusions reached by the Department but, more important, feel that 
such conclusions are based on invalid premises and an improper appreciation 
of the surrounding factors. 

In the memorandum attached hereto we have detailed our position and set 
forth the underlying data which we believe support our contentions with respect 
to the position taken by the Department of Justice. For your convenience the 
memorandum may be summarized as follows: 

1. The national policy in favor of competition is not applicable to the inter- 
national telegraph carriers. 

2. As the Supreme Court has ruled, regulation in the public interest rather 
than competiiton is the guiding principle applicable. Competition is appro- 
priate as a complementary or auxiliary support to regulation but only when it 
an be found that such competition can serve some beneficial purpose as it may 
not be assumed that competition is bound to be of advantage. 

3. While we agree with the Department of Justice that current operating 
results do not indicate any compelling reasons for merger, we believe that we 
have a statutory obligation to look ahead and recommend that course of action 
which in the future will maintain the ability of the industry to provide the best 
possible service at the lowest possible rates. 

4. It is clear to us that presently developing and foreseeable events do indi- 
cate.a compelling need for the enactment of the bill under consideration. These 
include— 

(a) Present and foreseeable military demands for broad band facilities 
now available only over the high capacity telephone cables across the 
Atlantic; 

(b) The practical barriers which would prevent the competing interna- 
national carriers from equipping themselves with the required broad band 
facilities, important among which is the unwillingness of the foreign enti- 
ties to invest a proportionate share of the $40 million required for each 
duplicating cable which each of the three major carriers would have to 
install to be in a position to compete ; 

(c) The potential threat of overnight airmail service to major cities in 
the Eastern United States from major European cities ; 

(d) The fact that the present relatively favorable earnings position would 
be reversed if substantial portions of present leased circuit revenues, Telex 
revenues and letter telegram revenues were lost ; 

(e) The need of the industry to realize substantial additional revenues 
to counteract continuously increasing costs. This can be done either 
through growth as in the past 8 years or through repetitive rate increases; 
and 

(f) The urgent need to act now before the problems and difficulties fore- 
seen actually come to pass. 

It is respectfully requested that this letter and the attached memorandum 
ibe made part of the hearing record on the draft bill to authorize permissive 
merger of the international telegraph and marine carriers. 

By direction of the Commission. 

JoHN C. Dorrrer, Chairman. 


FURTHER MEMORANDUM OF THE FEDERAL COMMUNICATIONS COMMISSION IN Sup- 
PORT OF LEGISLATION TO PROVIDE FOR THE PERMISSIVE MERGER OF INTERNATIONAL 
TELEGRAPH AND/OR MARINE CARRIERS 


This is with further reference to the committee print of the bill to amend the 
‘Communications Act of 1934, as amended, to permit consolidation or merger of 
international telegraph and marine carriers and for other purposes. 

The Commission appreciates your courtesy in furnishing it copies of the 
written comments made to your committee with respect to this bill by certain 
other Government departments and agencies. Among such comments were those 
made by the Departent of Justice in a letter to you dated March 20, 1959, wherein 
opposition is expressed to the enactment of the bill. It is noted that the Depart- 
ment of Justice position is based on the premise that national policy in favor 
of competition is fully applicable to the international telegraph industry, and 
‘that a sufficiently substantial showing has not been made to justify the creation 
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of an exception to such policy in the case of international telegraphy. The 
Department of Justices’ conclusion regarding the lack of sufficient justifiaction 
appears to rest in large part upon quotations taken from the findings and con- 
clusions of the Commission in a recent rate proceeding (In the Matter of The 
Western Union Telegraph Company, et al., Docket No. 11953, 25 FOC 535, July 30, 
1958). 

It appears to us that the Department of Justice has misconstrued both the 
applicability of the national policy to the international telegraph field and the 
aforementioned decision from which it culled its citations. 

There is no doctrine of free competition applicable to the international tele- 
graph field. One is not free to enter this field and thereby increase existing 
competition. Quite to the contrary, under the policy established by Congress in 
the Communications Act of 1934, before one may enter this field an appropriate 
authorization certificate or license must be secured. Such a license may not be 
granted unless the applicant can demonstrate that his entry into the field will 
serve the public interest. In this connection your attention is invited to the 
provisions of section 309 of the Communications Act insofar as licensing of entry 
into the radio-telegraph field is concerned; to section 214 of that act regarding 
construction, acquisition or operation of any line for purposes of communication; 
and to the Cable Landing License Act (47 U.S.C. 34-89) with respect to authori- 
aztion to land a submarine cable. Aside from the fact that no one may provide 
service without authorization there is another major difference in the nature 
and extent of the competition possible among the regulated telegraph carriers as 
compared with general nonregulated industry. The latter enjoys relative free- 
dom from Government interference or control in fixing the charges for its service. 
On the other hand, the international telegraph carriers are not free to set 
charges arbitrarily or to fix the conditions of service or the practices and regu- 
lations in connection therewith. Instead, their charges, practices, regulations, 
and classifications must under law (see secs. 201-205 of the Communications 
Act) be just and reasonable and in accordance with published tariffs filed with 
the Commission. The Commision has the power to suspend proposed tariffs, 
and after hearing, to order increases or decreases in rates and to fix minimum 
or maximum levels within which rates must be established, as well as to pre- 
scribe the just, fair, and reasonable classifications, regulations and procedures 
to be followed by the competing carriers. Regulation in the public interest, 
rather than free competition, is the rule in the field of international telegraph 
communications. 

The Supreme Court has also had occasion to consider the applicability of our 
national policy of competition to international telecommunications when it re- 
viewed, upon appeal, a decision of this Commission granting an application for a 
competitive duplicate international radio-telegraph circuit. In its opinion 
(FCC v. RCA Communications, Inc., 346 U.S. 86, 93, 1953) the Supreme Court 
held specifically : 

“The very fact that Congress has seen fit to enter into the comprehensive 
regulation of communications embodied in the Federal Communications Act of 
1934 contradicts the notion that national policy unqualifiedly favors competition 
in communications.” 

Insofar as the place of competition in a regulated industry is concerned the 
court stated: 

“Of course, the fact that there is substantial regulation does not preclude the: 
regulatory agency from drawing on competition for complementary or auxiliary 
support” (id. at p. 93). 
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Finally the court considered under what conditions competition could be 


authorized and stated: 

“* * * the Commission must at least warrant, as it were, that competition 
would serve some beneficial purpose such as maintaining good service and 
improving it. * * * Merely to assume that competition is bound to be of 
advantage, in an industry so regulated and so largely closed as this one, is not 
enough” (id. at p. 97). 

The Commission has endeavored to follow the foregoing criteria in formulating 
its policies and position. The basic touchstone or guide is not the fostering of 
either competition or monopoly per se but that course which will in the circum- 
stances, present and forseeable, best serve the public interest. In so doing the 
Commission at all times made use of what the Supreme Court referred to as 
the auxiliary support of competition, provided that, under the circumstances 
then obtaining such competition served the public interest in this field by en- 
hancing the opportunity for better service or lower rates. 
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A pertinent illustration of the Commission’s attitude toward competition when 
it felt it to be feasible is the position it took with respect to merger legislation 
in 1950 when the President’s Communications Policy Board as well as your 
committee, under the chairmanship of Senator McFarland, was studying this 
matter. At that time the Commission had just been through a series of four 
rate hearings in the international telegraph field and had authorized four sep- 
arate rate increases in a 3-year period on the basis of demonstrated need resulting 
from reduced message volume and increasing costs. Despite this then recent 
history of declining volumes, increasing costs, and higher rates, the Commission 
was not stampeded into recommending merger. It felt that its responsibilities 
under the Communications Act required it to study and analyze the future 
trends and potention of the industry rather than to base its recommendations 
solely on past performance and present earnings. Such study and analysis 
indicated that with the return to normalcy in international trade and with 
the full effect of the U.S. programs of mutual cooperation and assistance the 
downward trend would be checked and reversed. In addition it appeared that 
the direct customer-to-customer services, particularly telex and leased channel, 
would provide substantial additional revenues. Under these circumstances it 
was reasonable to give free play to the spur of competition between the various 
telegraph carriers.so that the new services might develop more quickly and 
effectively. Furthermore, at that time there were no transoceanic telephone 
cables in service or in immediate prospect, nor was there any demand for broad 
band facilities or alternative voice and record use of the same communication 
‘channel. Finally, while international airmail volume was increasing, overnight 
intercontinental service was not available and commercial jet service was still 
almost a decade away. In the light of all of these factors the Commission did not 
advocate the enactment of merger legislation in 1950. 

The record shows that the Commission was correct in its position under the 
ithen existing circumstances. Message volume stabilized and increased and, 
except for the recession year of 1953, it never went below the 1949 level. Simi- 
larly, the customer-to-customer services expanded with amazing rapidity and 
now account for a substantial proportion of total revenues. 

At the present time the earnings picture of the international telegraph car- 
riers is the converse of that in 1950. If one were to rely solely upon past 
performance and present earnings, it would be necessary to conclude that there 
is no demonstrated need or justification for merger legislation. The Commis- 
sion’s studies and analyses convince it, however, that present appearances are 
deceptive and that the industry is again at a turning point. Since 1950 several 
major developments have occurred, the impact of which will, the Commission 
believes, be apparent in the 1960’s. 

Important among these developments is the general growth of mechanization 
and automation, which in the military field, as testified to by the Department 
of Defense on March 20, 1958, requires means for the instantaneous transmis- 
sion of data for national defense and indeed for national survival. We are 
advised that the current military requirements transcend the normal divisions 
of voice and record communications into separate categories. Instead, the 
military require broad band channels of communication over which all intelli- 
gence which they desire to transmit may be sent indiscriminately. Security 
and secrecy requirements can best be met by this means where any and all 
intelligence is encoded and transmitted by appropriate means over some portion 
or portions of the broad channel and is automatically decoded at the other end. 
The only facility now capable of supplying such requirement is the high capacity 
transatlantic cable of the telephone company. 

It is true that in the past the Commission has in general followed a policy 
of separation of voice and record communications. However, in recent months 
it has been compelled to grant an increasing number of exceptions to the policy. 
Thus, voice and data-processing material are handled alternately for the mili- 
tary over the transatlantic telephone cable, and RCA Communications has been 
authorized to provide both transatlantic and transpacific radio channels for 
alternate voice and record use. Aside from this, it should be noted that since 
1956 the foreign administrations which participate in the ownership of the 
transatlantic telephone cable have sought agreement of this Commission for 
the handling of all types of communications for both Government and commer- 
cial users over that facility. Finally, your attention is invited to the fact that 
the military has requested A.T. & T. to furnish them with broad-band facilities 
for simultaneous transmission of all types of communications between the 
United States and Europe. 
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If we are to assume that the military requirements for facilities which are 
physically available should not be denied, the question arises as to the poten- 
tial effects of such an authorization on the international telegraph industry. 
The effects can be divided into immediate and long range. 
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The immediate effects could be twofold. First, there is the threat of the. 


loss of revenues heretofore derived by the international telegraph carriers from 
existing leased circuits which could very well become surplus to the needs of 
the military organizations once they have available the above-described broad- 
band facilities. The military would be in a position to dispense with these. 
facilities leased from the telegraph carriers not only for the purpose of econ- 
omy but also secrecy. Second, there is the danger of the loss of the message: 
and telex traffic of the military agencies which similarly could and probably 
will be switched to the broad-band facilities for the aforementioned reasons of 
economy and secrecy. 

The following figures show the impact that the aforementioned possible 
changes could have upon the present earnings position of the international tele- 
graph carriers. Net operating revenues of the three major telegraph carriers, 
the A.C. & R. group, RCAC, and Western Union Cables, before Federal income 
taxes, were about $9.5 million in 1958. ‘Total leased channel revenues of these: 
carriers in the same period were slightly over $6.8 million, or more than 70 per- 
cent of net operating revenues, before Federal income taxes. Turning our atten- 
tion to revenues from military sources for channels leased across the North 
Atlantic where the military now seeks broad-band facilities, we find that in 1958 
the three carriers derived $3.7 million in revenues from this source, or slightly’ 
less than 40 percent of their net operating revenues, before Federal income taxes. 
None of these figures take into account the effects of any possible loss of message: 
or telex revenues which could result from the availability of broad-band: 
facilities. 

Even more important than these immediate effects is the long-range effect; 
namely, the loss of an opportunity to participate in the future growth and new 
sources of revenue as other users find need for and make use of broad-band’ 
facilities. Records on file with the Commission indicate that since 1950 expenses 
of the international telegraph carriers have increased by $23 million, or over 50 
percent. Thus, although the international telegraph carriers showed increases 
in revenues of more than $27 million between 1950 and 1958, profits after taxes 
increased only by $1.5 million. An analysis of the source of the increased reve- 
nues shows that both absolutely and in terms of percentages, revenue from serv- 
ices other than direct customer to customer between 1950 and 1958 increased at 
a rate considerably less than expenses. Thus, as noted above, expenses increased 
by about 50 percent, or $23 million, whereas revenues from messages and other 
services (noncustomer to customer) increased by slightly more than 33 percent, 
or $17 million. It is fair to conclude that if it were not for the phenomenal 
growth of direct customer services, very substantial rate increases for message 
services would have been necessary to enable the international telegraph car- 
riers to operate at or above the break-even point. This conclusion is reinforced 
by the fact that labor costs, which account for about 70 percent of total industry 
costs, are highest in the handling of message traffic. 

All of the foregoing indicate clearly that unless revenues can continue to in- 
crease, particularly for those services where large-scale revenue increases at 
low operating costs (as distinguished from investment in equipment) appear 
probable, the industry will face serious problems. It will have to meet the 
increasing costs out of that segment of its operations which has shown the 
smallest relative growth (an 11-percent increase in volume between 1950 and 
1958 compared with an increase of well over 100 percent in the volume of inter- 
national telephone calls) and entails the highest per unit operating costs. The 


industry could, therefore, very well be confronted with the danger of relative: 


stagnation insofar as volume is concerned, which in turn would require periodic 
increases in rates, followed inevitably by volume decreases. 

The military have indicated that they would favor further diversification of 
ownership of broad-band facilities and would like to see the international tele- 
graph carriers provide such facilities themselves. However, our analysis indi- 


eates that such a course is virtually impossible under the present competitive 


system. First of all, there is the question of financing a major facility of this 
type; the cost, approximately $40 million, exceeds the present net plant of any 
international telegraph carrier. However, even if it were to be assumed that 
through the facilities and resources of their parent corporations either the 
A.C. & R. group or RCAC could arrange for the financing, other formidable prob+ 
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lems still remain. (We note parenthetically that, since Western Union is under 
a legal obligation to divest itself of its cables, there is, to say the least, a very 
serious doubt as to whether it could properly participate in such a venture.) 
These problems may be summarized as follows: 

(1) The administrations at the foreign ends where the cable must land have 
indicated that they would not grant the necessary authorizations unless they. 
participated in the ownership of the cables. 

(2) None of the foreign entities are prepared to invest a proportionate share 
of the $40 million required for each of the duplicating cables which each of the 
three major competing carriers would have to install in order to be in a posi- 
tion to compete as they cannot see any current or early need or economic justi- 
fication for a triplification of facilities. 

(3) The choice of only one telegraph carrier to lay such a cable would almost 
certainly sound the death knell for the other carriers as the chosen carrier woul 
almost automatically attract most, if not all, of the civilian, as well as military, 
direct customer-to-customer traffic, and in addition a large portion of the inbound 
message traffic. This would be particularly relevant in the inbound direction 
as the foreign administrations would, to protect their large investment on the 
eable facility, seek to route the largest possible volume of traffic over it. 

(4) Authorization to the carriers to provide such a facility jointly would, in 
essence, create the very merger which is the subject of the legislation under con- 
sideration without any of the safeguards for the public interest which are now 
embodied in the bill and the Commission’s suggested amendments. 

It would appear to us that the only opportunity for the international telegraph: 
industry to maintain its competitive position as against telephony would be to: 
permit it to merge, and encourage it to secure as quickly as possible the broad 
band facilities essential to modern service. The maintenance of internal com- 
petition in the international telegraph industry today would adversely affect 
competition between telegraphy and telephony in the 1960’s. In this connection 
we note that at present the seven competing telegraph carriers in the United 
States have a combined rate base of less than $82 million, whereas the plant of. 
A.T. & T.’s Long Lines Division alone approximates $14 billion. 

Thus far we have considered only one area where the present revenues of 
the competing international telegraph carriers are vulnerable. The other area 
involves letter telegrams or overnight telegraph message traffic. Transatlantic 
jet service is a reality now. The speed with which such aircraft travel plus the 
fact that there is a 5 or 6 hour time differential between Western Europe and 
the Eastern United States brings overnight airmail service within the bounds: 
of reasonable possibility at least between major cities in Europe which are 
points of aerial embarkation and New York or other cities on the east coast of 
the United States where such planes may land. Data on file with the Commis- 
sion indicates that letter message service resulted in revenues of about $17.5- 
million in 1958. Western Europe accounted for over 40 percent of total message 
revenues and proportionately may be assumed to account for over $7 million of 
letter message revenues. In view of the fact that total net operating revenues 
of the international telegraph industry in 1958 before Federal income taxes 
were less than $9.5 million, the potential impact of regular overnight airmail 
service between major cities in Western Europe and in the United States is 
clear. Again we must call attention to the fact that aside from the immediate 
effect on revenues, there is the secondary and even more important effect on 
the ability to grow and increase volume. Even if the overnight airmail service 
does not decrease existing cable telegram volume to any appreciable extent but 
merely operates to hold it at present level, the effects can be serious. As noted 
above, operating expenses increased over 50 percent in the period between 1950: 
and 1958. Although revenues increased by slightly more than $27 million in 
this period, over $23 million or more than 85 percent of this increase was re- 
quired to cover increased expenses. Thus, if volume remains relatively static 
it would appear on the basis of the experience of the past decade that rates 
would have to increase well over 40 percent in the next decade just to cover 
increased expenses. 

Because of the facts, data, and considerations just enumerated, the Commis- 
sion is particularly disturbed by suggestions that since at present there is no 
financial need for merger, legislation be delayed until such need is apparent 
and that if necessary at that time appropriate financial assistance from the 
Government be made available. Such a course, if followed, would negate one of 
the basic reasons (intelligent planning for the future) why the Commission 
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was created, would in the long run be contrary to our basic free enterprise 
policy, and would be self-defeating in the end. Action now while the industry 
is relatively prosperous would enable all parties to consider each facet of the 
merger problem on its merits rather than force precipitous action dictated by 
the need for survival. The chaotic condition faced by Western Union in the 
years after the emergency merger with the virtually bankrupt Postal Telegraph 
system should be sufficient warning of the dangers inherent in such a 
course. The time to prepare the industry to meet the full impact of demands 
for broad bands of communication and the coming impact of overnight airmail 
service is running out quickly even now. If we were to wait until the inroads 
have been made on customer-to-customer service on the one hand and on letter 
service on the other hand it may well be too late. Financial assistance from 
the Government should be a course of last resort rather than a planned policy. 
A free enterprise system, to function properly, should stand on its own feet. We 
in Government should not close our eyes to dangers we foresee, with the thought 
that if they do eventuate, Government funds can be made available to support 
and subsidize the industry. Instead we should create a climate both through 
our regulatory activities and where necessary by appropriate enabling legislation 
which would encourage the carriers to exercise their initiative and ingenuity 
to cope with these problems to the end that they may grow in strength and be 
able to stand on their own feet rather than rely upon Federal subsidies. Such 
subsidies make a mockery of competition and free enterprise and vitiate all 
the benefits normally expected from them because, if the necessary funds are 
guaranteed, the competitive spur to improve service and indeed to survive is 
removed. The Commission, therefore, firmly reiterates its support for per- 
missive merger legislation now as the course which is not only most compatible 
with our free enterprise system but also as the one dictated by the logic of 
events and made necessary by the rapid physical progress in the art of tele- 
communications. 

We should like now to comment briefly on the excerpts from our decision in 
docket No. 11953 (In the Matter of The Western Union Telegraph Company, et 
al., docket No. 11953, 25 FCC 535, July 30, 1958), cited by the Department of 
Justice. The quotations set forth in the Department’s letter of March 20, 1959, 
are cited in support of its conclusion that a sufficient showing has not been made 
to justify support for the permissive merger legislation embodied in the bill 
under consideration. In essence, therefore, it is intimated at least that the Com- 
mission’s position before your committee is inconsistent with the findings made 
in the Commission’s decision in the aforementioned docket about 9 months ago. 

First of all let it be noted for the record that there is no inconsistency what- 
ever between the findings and conclusion reached in our decision in docket No. 
11953 and in our statements to your committee. An even cursory reading of the 
decision would indicate that the two are fully consistent and that the few clauses 
cited by the Department are taken out of context in a decision of more than 100 
printed pages, with the qualifying or explanatory portion not included in the 
citations. 

In order to appreciate the context in which the statements which the Depart- 
ment cited were made it must be remembered that: 

(a) Docket No. 11953 was a proceeding wherein a rate increase was 
sought, so that the burden of justifying any increase was upon the carriers 
seeking it. 

(b) The citations made by the Department related to the Commission’s 
consideration of the testimony of “expert” witnesses who appeared on behalf 
of two of the carriers and testified in support of the unusually high rate of 
return of “at least 15 percent for the industry.” In support of this rate 
various arguments were advanced and the language cited by the Department 
was part of the evaluation and rejection of such claims by the Commission. 

(c) The Commission after making the statements cited by the Department 
nevertheless found that because of the very same considerations advanced 
before your committee the maximum reasonable rate of return for the “test” 
carrier should be 844 percent which is considerably above the conventional 
return allowed regulated public utilities which are operating profitably in 
a stable market. 

Specifically the citations from the Commission’s decision which appear in the 
last paragraph of page 1, the top of page 2, and in the first full paragraph on 
page 2 of the Department’s letter of March 20, 1959, relate to our discussion of 
the implications in the testimony of the “expert” witnesses that merely because 
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of the fact that the international telegraph industry was one in which there was 
operation under a system of regulated competition an unusually high rate of 
return was justified. We pointed to the matters cited in the quotations to prove 
that in the past regulated competition per se had not proved to be the cause of 
unusual risks and noted it had not prevented increases in revenues or the instal- 
lation of new plant. We further cited a previous decision of the Commission 
made in 1955 wherein we had analyzed the results of past operations under a 
competitive situation. Again we should like to stress that our position before 
your committee is based on our analyses of the future of the industry and not 
on the past performance we were considering in our decision in docket No. 11953. 

The citations in the second full paragraph of page 2 and the last full para- 
graph on page 3 of the Department’s letter relating to effects of competition from 
the A. T. & T. cable and jet airmail were taken from a part of our decision: 
wherein we again discussed the argument of the “expert” witness that competi- 
tion, this time in the form of substitute means of communication per se, was. 
a factor in justifying the 15 percent return advocated. We should like to call 
your attention to the fact that after making the statement cited by the Depart- 
ment, we went on to say: 

“It is, of course, possible that there will be some impact from this form of com- 
petition. We also recognize that the availability of large capacity telephone 
cables poses a threat to the nonmessage services of the telegraph carriers.” 

We then stated that— 

“* * * in fixing the rate of return for RCAC herein due consideration should 
be given to the potential dangers from substitute competition described above. 
In our evaluations and conclusions we shall bear this in mind and make 
due allowance therefor.” 

Further in our decision, when we reached our conclusion with respect to 
the rate of return to be allowed, we again alluded to the problems of substi- 
tute competition as well as to the risks facing the carriers because of foreign 
operations (which was also the subject of citations by the Department; see 
p. 3, par. 1, and p. 4, par. 1, of its letter). In paragraph 186 of our decision 
we stated in part: 

“On the basis of all of the foregoing, we are of the opinion that, although 
the international telegraph carriers (and particularly the ‘bellwether’ carrier 
herein) have shown dynamic growth and development in the past 7 years, there 
are other factors which indicate clearly that the rate of return allowed herein 
should be higher than that normally given public utilities or the Bell System 
companies * * *, The factors we have in mind relate to two intangibles which 
may have growing significance. The first is the problem of foreign operations 
in a period of international tension and the second is the potential threat of 
substitute competition not only from jet age airmail but more importantly from 
pressures to use the high capacity telephone cables for the nonmessage record 
and telegraph services. We believe if we err herein at all it should be on the 
side of being liberal in evaluating the potential effect of these factors so that 
the international carriers may have both the will and the means to develop 
their services to face and surmount the potential dangers. It appears to us 
that a differential in the order of 25 percent above that shown heretofore as 
allowed public utilities or the Bell System is appropriate herein * * *.” 

From the foregoing review of our decision in proper context, it is clear that 
the findings and conclusions in docket No. 11953 are not only consistent with 
but indeed foreshadow our testimony before your committee. 

In conclusion may we summarize our position as follows: 

(a) In this field competition has always been limited by public interest 
considerations. 

(b) Heretofore internal competition within the field of telegraphy was fi- 
nancially feasible and served the public interest. 

(c) Recent developments in the fields of radio communications, broad band 
high capacity transoceanic cables and jet airmail service indicate to us that 
internal competition with its required duplicating facilities is no longer in 
the puble interest. 

(d) Enactment of permissive merger legislation now will enhance the ability 
of international telegraphy to compete effectively with telephony and meet 
the threat of air mail competition and thus provide that competition which 
under the circumstances would best serve the public interest. 

(e) Failure to act promptly could not only affect internal competition within 
the field of international telegraphy adversely but also impair any opportunity 
for its continued effective competition with oversea telephony. 
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In view of all of the foregoing we respectfully reiterate our recommendation 
for the prompt enactment of a bill providing for the permissive merger of the 
international telegraph carriers and suggest that the substantive amendments 
‘we submitted as appendix A to our statement of March 20, 1959, be incorporated 
in such legislation. 





FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D.C., June 2, 1959. 
Hon. WARREN G. MAGNUSON, 
U.S. Senate, 
Washington, D.C. 


Dear SENATOR MAGNUSON: This is with reference to the telephone request 
made by a representative of your committee for the Commission’s comments on 
certain testimony given by representatives of the American Cable & Radio Corp, 
system companies (A.C. & R.) on May 12, 1959, at the hearings on the bill to 
further amend the Communications Act of 1934, as amended, to permit the con- 
solidation or merger of international telegraph and marine carriers. 

Specifically, the inquiry is directed to the statement made by the A.C. & R, 
representatives to the effect that the Government of the United Kingdom has in- 
dicated that it would not deal with the separate U.S. telegraph carriers for 
the installation of a coaxial cable between the two countries but preferred to 
deal with a single carrier only on this matter. 

The Commission has not had occasion to explore this specific question in con- 
nection with a particular application with representatives of the United Kingdom. 
However, in 1956 representatives of the U.S. Government, including members and 
the staff of the Commission, met with representatives of the United Kingdom con- 
cerned with telecommunications matters to discuss the basic attitude of the 
respective governments regarding present and future communication needs and 
facilities between the respective countries. It should be noted that such discus- 
sions were entirely informal and were designed to provide a form for an exchange 
of views by the representatives of the respective governments concerned with 
telecommunications matters as to how mutual problems could be resolved and 
the approaches which could be taken to meet future needs which were then 
foreseen. No Executive agreements or treaties were envisaged and none resulted 
from these discussions. However, as a result of such discussions it appears 
clear that the representatives of the United Kingdom hold the following views 
which are relevant to the inquiry your committee has made: 

(a) That the United Kingdom intends to participate jointly and cooperatively 
with U.S. communications interests in the provision and operation of any new 
transatlantic communications facilities as these are required; and 

(6) That it would not be easy for the United Kingdom on financial grounds to 
contemplate participation in several new cables, when from a technical point of 
view one high capacity cable would suffice to meet the needs for additional fa- 
cilities. 

On the basis of the foregoing principles, the United Kingdom representatives 
sought the views of the representatives of the United States on whether affirma- 
tive consideration could be given to the use of the same high capacity cable to 
provide both telephone and telegraph services; and further in the absence of 
such a possibility, and under existing competitive conditions among U.S. inter- 
national telegraph carriers, whether some plan could be devised whereby the 
several competing telegraph carriers could operate circuits in a single high 
capacity cable owned joined on the one hand by one or more U.S. international 
telegraph carriers and on the other hand by the United Kingdom, and thus make 
it possible to meet foreseeable telegraphic needs with no more investment than 
was essential. ; 

While it does not appear from the foregoing that the United Kingdom abso- 
lutely foreclosed consideration of entering into a joint venture with a single 
competing U.S. telegraph carrier, it is clear that the United Kingdom would pre- 
fer first to meet the telegraphic requirements by means of a single cable for both 
telephone and telegraph purposes and that only if U.S. policy were to make such 
a course impossible would the United Kingdom consider the additional invest- 
ment required for a high capacity telegraph cable jointly with a merged U.S. 
telegraph carrier or with one or more U.S. telegraph carriers acting on behalf 
of all such carriers interested in providing the new facilities. 

Sincerely yours, 


JOHN C. Dorrrer, Chairman. 
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FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D.C., August 5, 1959. 
“Hon. WaBren G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Deak Senator Macnuson: At a meeting of representatives of certain U.S. 
telegraph carriers and members of the staff of this Commission held at the 
offices of the Senate Committee on Interstate and Foreign Commerce on July 28, 
1959, the question rose as to the nature of our suggested amendment that the 
word “contiguous” be inserted between the words “several” and “States” of sub- 
section (a)(17) appearing on line 6, page 5 of the committee print of S. 4231, 


‘85th Congress, 2d session, a bill to amend the Communications Act of 1934, as 


amended, to permit consolidations and mergers of international and marine 
earriers. At the suggestion of a staff member of your committee, it was agreed 
that this Commission would furnish for the record a letter outlining our position 
in this matter. , 

We do not intend that the aforementioned suggestion be dispositive of the 
substantive aspects of the matter, but it is designed merely to maintain the 
status quo until a substantive decision is made. It is to be noted that the pro- 
posed merger legislation was originally drafted prior to the time of the enactment 
of the statehood bills for Alaska and Hawaii. This amendment was suggested 
only for the purposes of making it clear that the intent of the draft bill was to 
refer to the then existing 48 States and the District of Columbia. In the ad- 
ministration of the Communications Act, Hawaii, Guam, Puerto Rico and all 
other United States possessions other than Alaska have always been considered 
-as “international” for the purposes of setting rates for telegraph service and 
assigning radio frequencies. Historically, these islands have been served by 
the international telegraph carriers rather than the domestic telegraph carriers. 


‘Thus such amendment would maintain the status quo with respect to the treat- 


ment of Hawaii as an “international” point after it becomes a State. In this 
‘connection we invite attention to part Al of the attachment to our letter to you 
‘dated June 10, 1959, wherein we stated that we do not believe that merger 
legislation should be the vehicle for deciding the substantive question of the 
classification of the telegraph service with Hawaii. In our opinion, a matter 
as important as this should be decided on its own merits and on all the relevant 
facts and only after all parties concerned have had an opportunity to be heard. 
We should also like to point out that this amendment is in accord with our 
position given to the Bureau of the Budget on June 13, 1959 in response to 
instructions contained in its Bulletin No. 59-7, regarding the effects of Hawaiian 
statehood on the activities of the various agencies. At that time we stated: 
“Section 222(a)(5) of the Communications Act defines ‘domestic telegraph 
operations’ to include the exchange of messages between certain named areas, 
including ‘continental United States, Alaska’, but not including Hawaii. The 
term ‘continental United States’ is defined by section 222(a) (10) as ‘the several 
States and the District of Columbia’. Under these definitions, a message be- 
tween the mainland and Hawaii has been an ‘international telegraph operation’ 
on international frequencies and under an international rate structure. When 
Hawaii attains statehood, it could be argued that it is included as one of the 
‘several States’ referred to in section 222(a) (10) and would be included in the 
‘term ‘continental United States’ as that term is used in section 222(a)(5). If 
‘this construction were sustained and in the absence of any legislative change, 
this would result in a change in the statutory character of a message between 
‘the mainland and Hawaii from an ‘international’ to a ‘domestic telegraph opera- 
tion’. Congress may, of course, consider that the original impact of section 222, 
‘insofar as it pertains to Hawaii, should no longer continue and that messages 
‘between the mainland and Hawaii should be treated as domestic telegraph 
operations. Such a change would pose problems of some magnitude involving 
‘substantive policy judgments by the Congress. It would therefore appear to 
warrant legislative consideration separate and apart from the enactment of 
‘technical changes that may be deemed necessary, as a result of Hawaii statehood, 
to maintain the ‘status quo’ under existing law. To preserve the ‘status quo’ 
pending legislative consideration of the substantive policy judgments, section 
222(a)(5) should be amended to read ‘The term “continental United States” 
means the several States and the District of Columbia, but excluding Hawaii’.” 
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The Commission will, of course, consider any petition or other data submitted 
to it, in which arguments or reasons why the status of telegraph traffic between 
the mainland and Hawaii should be changed are set forth. 

Sincerely yours, 
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Rosert EF. Lee, Acting Chairman, 


AFTERNOON SESSION 


Senator Monroney. The Committee on Interstate and Foreign Com- 
merce will resume sitting. 

The next witness is Col. W. W. Bailey, Chief, Communications 
Systems Division, U.S. Air Force. 

Will you identify the gentlemen at the table as they speak, to clarify 
the record. You havea prepared statement ? 

Colonel Bartny. Yes, I would like to go ahead and give our views 
on this legislation. 


STATEMENT OF COL. W. W. BAILEY, CHIEF, COMMUNICATIONS 
SYSTEMS DIVISION, USAF 


Colonel Barry. Mr. Chairman and members of the committee, the 
Department of Defense strongly supports legislation permitting a 
merger of the U.S. international telegraph and marine carriers. The 
legislation is supported for three reasons: First, the Defense Depart- 
ment concurs wholeheartedly with the views which were expressed in 
this regard by the Federal Communications Commission before this 
committee; second, the military is extremely desirous of an assured 
availability of adequate international commercial communications in 
the future; and third, because of the changing technical nature of mili- 
mr requirements. 

‘he Department of Defense is on the threshold of a new era in 
communications. Military communications are lagging weapon sys- 
tem development and threaten to become a limiting factor in warfare. 
The effectiveness of our military deterrent forces can be measured in 
terms of a capability to react instantaneously to enemy actions. Im- 

rovements in the art of warfare, particularly the development of 
intercontinental ballistic missiles, are making a reaction time in the 
order of 15 minutes or less mandatory. 

Inasmuch as point-to-point communications is one of the prime fac- 
tors in quick reaction capability, no effort is being spared to improve 
and modernize point-to-point communications. 

The reaction time of our military forces is being reduced by the 
widespread use of electronic computers to assist in command decision 
making. SAGE is an example of this. The electronic computers at 
various strategic locations are integrated and literally talk to each 
other over a modern communications network. This has been made 
possible only by also applying electronic computer components and 
techniques to the communications system itself. In order for such an 
integrated system to function efficiently it is essential that intercon- 
necting communications channels be of a bandwidth, quality, and re- 
liability not currently available from the resources of the international 
telegraph carriers. 

In addition, the system cannot, by its design, distinguish between 
voice and record communications. AJ] information flow in the system, 
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whether computer to computer, voice, facimile, teletype, or slowed 
down video, is converted to a binary digital data form at the source 
and transmitted at high rates of speed over the communications 
channels, : ; 

Implementation of the system just described is proceeding as 
rapidly as possible. The Department of Defense, as in the past, is 
desirous of utilizing the facilities of the U.S. communications common 
carriers, both domestic and international, to the maximum extent 
practicable. The Defense Department has an interest in a healthy, 
flexible common carrier system. 

However, the changing technical nature of our requirements makes 
two things clear; first, the long standing division of record and speech 
services between the record communications companies and the tele- 
phone industry is no longer consistent with the needs of military 
communications. The military requires complete flexibility in the use 
of communications channels, irrespective of the type of input employed 
at any given moment. Such composite flexibility is dictated not only 
by the nature of new switching and security equipment coming into 
early use, but also to provide alternate routing in emergencies. Sec- 
ond, it now appears that the present facilities of the international 
telegraph carriers are not technically adequate to meet the current 
and foreseeable needs of the military in that they are unsuitable for 
high speed digital data transmission. Provision of adequate facili- 
ties requires an agressive research and development program and the 
economic health to permit the industry to capitalize on new develop- 
ments in modernizing its facilities and techniques. The alternative 
is eventual loss of revenue from the military. It is our understanding 
that such loss could have significant impact on the economic health of 
the several companies involved. 

In summary it can be stated that a stronger, more modern, flexible, 
and economically healthy international telegraph and marine carrier 
system is necessary to meet current and future military communica- 
tions requirements. In our opinion, the present common carrier sys- 
tem if combined in the international field through merger would be in 
a better position to meet these requirements and would strengthen the 
U.S. international competitive position as a whole. Great benefits 
would accrue to the military by the existence of a strengthened inter- 
national industry which could quickly meet both known and unfore- 


seen requirements. 


Senator Monroney. Thank you very much, Colonel Bailey. 

May I ask if this is the opinion of the Department of Defense? 

Colonel Batter. Yes, sir, it is. 

Senator Monroney. The opinion has been cleared with the Bureau 
of the Budget ? : 

Colonel Barer. Yes, sir. 

Senator Monronry. And this represents President Eisenhower’s 

ition that not this permissory legislation, but that the merger 
itself should take place? 

Mr. Gotpssoroucn. I will speak for the Department of Defense, 
Paul Goldsborough, Director of Telecommunications Policy, Secre- 
tary of Defense, S. & L. This is the coordinated position of the De- 
a of Defense in every way, and it has been cleared with the 

ureau of the Budget. 
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Senator Monroney. Then it is the policy of the President, and by 
your testimony you are not only urging permissory legislation, but 
you are urging merger, itself ? 

Colonel Battery. That is right. 

Senator Monrory. So the President’s position, cleared by the Bu- 
reau of the Budget, is that we merge these three companies now 
operating into one overall company ? 

Mr. GotpsporovcH. We address ourselves, sir, to the bill as writ- 
ten and the FCC comments and suggested amendments on the bill. 

Senator Monroney. But your testimony here is all to the merger 
and the need for the merger, and therefore we are merely taking two. 
bites of the same cherry. 

Colonel Barry. In the Defense view, this is so. We are not neces- 
sarily reflecting the views in this regard of the President. 

Senator Monroney. But the Bureau of the Budget letters come: 
down that they are in accord with the views of the President, so we 
can assume that, is that right? 

Colonel Bartey. I believe that is correct. 

Senator Monrory. What makes you think that one company would 
be better than several in keeping modern, through a competitive sys- 
tem of competition, the types of communications that we need ? 

Colonel Battey. Sir, I think Mr. Doerfer, this morning, touched 
on that subject when he commented on the increased costs today of 
what modernization amounts to, such things as our interest, of 
course, in transatlantic voice cables has taken quite a spurt upward 
because of our military requirements. It is true that a tropospheric 
scatter radio system equally could be constructed across the Atlantic, 
but only at a very enormous cost. It is our belief that the economic 
health of the competing companies will not permit such an under- 
taking. It is our view that the economic health of these several in- 
dustries has not permitted them to modernize to the same degree that 
we have seen modernization of the domestic telephone system, for 
example. 

Senator Monroney. But the domestic telephone side is linked to all 
types of communication. If it were a separate monopoly in overseas. 
communications, I wonder if it would fare so well. You are sup- 
porting here a merger not of the domestic and the overseas, but you 
are supporting a merger of only the overseas carriers. 

Colonel Batter. This is true. 

Senator Monroney. Therefore, you have a difference, or you may 
have a different result, and we might authorize the merger and find it 
carried out, and you might still be shopping around for financing in 
this tight money market we are in. 

May I ask you, sir, how much did the DEW line cost? 

Colonel Barter. The total line in place, around $540 million, sir. 

Senator Monroney. Then the other warning networks have cost how 
much? The package I have read is around $2 billion, for example.. 

Colonel Bartey. Youmean SAGE? 

Senator Monroney. Yes. 

Colonel Battery. The SAGE program in the whole will cost in the 
order of magnitude of $2 billion. It will still require some years to 


complete. 
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Senator Monroney. To make those usable to the ultimate, it would 
samire perhaps new type cables, both Atlantic and Pacific, is that 
correct £ 

Colonel Barry. Of course, you are not extending SAGE in overseas 
areas. We are extending it on up into Canada. There are require- 
ments, however, to link up the NATO air defense system, for example, 
with that in North America. This is one of our compelling needs for 
greater bandwidth, more reliability transatlantic. 

Just as we introduced automation of the air defense system here in 
the United States, we are now on the threshold of introducing what 
we might call a similar system designed for control of our strategic 
forces, namely, for SAC, and, of course, these forces are deployed 
both in this country as well as oversea areas. 

Senator Monronry. May I ask you, sir, if these present facilities, 
2 aeane are capable of picking up the early warning on ballistic 
missiles 

Colonel Barney. Well, of course, the SAGE system, sir, does not, 
itself, include the radars which detect—— , 

Senator Monroney. But it ties into the radar stations. 

Colonel Barry. Yes, sir. 

puiator Mownroney. And that is an integral part of the detection, is 
it not ¢ 

Colonel Battey. Well, the SAGE system, itself, is the automation of 
the process of using the data from the radars and controlling the 
weapons against the enemy aircraft. SAGE, itself, is oriented to and 
against the air-breathing threat. 

Senator Monroney. In other words, conventional aircraft, or 
Snarks, and things, that have been kicked out by weapons systems. 

Colonel Battry. That is correct, sir. 

Senator Monroney. Then up to this point we don’t know whether 
we have any effective network that will give us an advance warning 
on the approach of ballistic missiles. 

Colonel Battey. We are constructing one at this time. 

Senator Monroney. But it hasn’t been tested ? 

Colonel Batter. It hasn’t been completed. We have full confidence 
in the performance of the system upon its completion. 

Senator Monroney. You are asking us to pass a bill that would lit- 
erally merge all of our competitive, free enterprise, in a system that 
would be primarily usable for a system we hope will come that will 
give us early warning on ballistic missile attack, is that it? You don’t 
think, really, that our big threat warning today, being an Air Force 
officer, is going to be too great for manmade bombers, or air-breathing 
missiles, do you ? 

Colonel Baitey. This is certainly true today, sir. As the tran- 
sition takes place from manned air-breathing weapons into intercon- 
tinental ballistic missiles and ballistic trajectory, I don’t know at 
what point one takes over and the other diminishes. This is a $64 
question today, but the facts are that we are converting gradually 
into an unmanned force, and we are quite sure that the Soviet threat 
is the same thing. 

Now, we are constructing in Arctic regions long-range detection 
radars which will have this capability. As a case in point, we are 
negotiating for the installation of one of these facilities in Europe, 
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and there again this accentuates our need for highly reliable, instantly 
available, 100-percent-of-the-time communications of a very wide 
band. 

Senator Monroney. Do you think that we have good communica- 
tions now to Alaska for this? I understand there are only two lines 
that connect these vital points with our systems here. 

Colonel Barry. I might say, sir, that we are engaged in improv- 
ing considerably and very substantially those communication links to 
and from Alaska. 

Senator Monronery. We used to have loudspeakers, but we are not 
far enough advanced electronically in this committee to make them 
work so you will have to speak up a little louder. 

Colonel Batter. We have a very substantial program, Mr. Chair- 
man, for the improvement of our communications between here and 
Alaska, and these improvements are oriented to meet the demands 
and requirements of the ballistic missile early warning system. 

Senator Monroney. Will those be built by private corporations? 

Colonel Battery. In part under contract in one case with a Canadian 
firm; the Signal Corps is negotiating this. In another case it will be 
a combined military-commercial venture. 

Senator Monroney. What is the military contribution, in dollars, 
to that ? 

Colonel Barmy. I am not certain, sir, that I can answer that in 
exact terms. 

Senator Monronry. Would you supply that for the record? 

Colonel Battery. Yes, sir. 

(The information requested follows :) 
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COMMUNICATIONS Costs FoR ALASKA, U.S. COMMUNICATIONS ROUTES 


1. The following information concerning cost of Alaskan rearward communica- 
tions circuits is submitted : 


{a) Capital costs for communications equipment and installation 
to support the links from Clear, Alaska, to Canada-Alaska bor- 
der, overbuild of White Alice where necessary and tropo- 


spheric extension, Boswell Bay to Ketchikan________-____-__ $37, 728, 000 
{b) Military construction programs supporting the above______--__ 19, 500, 000 
MN sat di desk: tind te Stleds AB taht thb hs ctaitabide. alk did allan hintha alachatis 57, 228, 000 


2. The U.S. Army is presently negotiating for the construction of the micro- 
wave system down the Alcan Highway. Indications are that the contingency 
guarantee involved could be about $4,500 annually for a 10-year period. 

Senator Monroney. We heard testimony this morning that the cost 
of the cables that were needed to bring about modernization was 
somewhere in the range of $40 million, I believe, if I remember the 
figure correctly. In the light of $2 billion worth of expenditures for 
early warning systems in our other networks, I wonder if we could not 
realize this if perhaps the Government could not arrange loans or 
assistance in financing to get these facilities built without the necessity 
of creating a monopoly in the industry that up to this time looks to 
be a pretty healthy segment of free competitive enterprise ? 

Colonel Battery. Well, of course, as of today, the international 
record companies can’t meet our existing, and particularly even to a 
less extent will they be able to meet our future, requirements. 

Now, as to whether we, the Government, should subsidize, either 
through our ownership or through Government loans, the construction 
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of such a facility is, of course, one that I can’t answer. This would 
require congressional authorization. i 

enator Monroney. You are asking for a monopoly situation to 
meet your needs. I am merely proposing, if you have considered 
the other alternative, and that would be Government assistance 
through lending or insurance of loans, which we do in many, many 
cases for military purposes, such as the merchant marine and other 
facilities to achieve an end without establishing monopoly. 

Is it the monopoly you need, orthecablesthat youneed? — 

Colonel Bartey. We need the communications capabilities, sir. It 
is our view at this time that we can attain this capability on the part 
of the international companies best, let’s say, through a merger, a 
healthy economic situation for these companies, and the stimulus, of 
course, that they will modernize. ; 

Senator Monroney. We are talking primarily about the moderniza- 
tion of the cables, themselves. As I understand it, you lease these 
wires, and through your lease you man the terminals, yourself, and the 
facilities at the terminals are usually Government property, or leased 
property from private industry which has no bearing on the financial 
condition of the company. 

Colonel Bartzy. That is right. 

Senator Monroney. So we are actually talking about a $40 million 
cable to supply a $2 billion network, and if the Government fails to 
assist in this case by helping private investment in a competitive en- 
terprise we would have a situation which would force upon the civil- 
ian, and others, a one-company operation. Exclusivity, I think is the 
word the Chairman of the Federal Communications Commission can 
add to our glossary of terms. 

Mr. GotpsporoucH. May I comment on that, please, sir? 

Senator Monroney. Yes. 

Mr. GotpssoroucH. We are not talking about a single cable by 
any means. We are also talking about, shall we say, improvements 
and modernization of the telegraph radio plant. 

Now, as to loaning money or Government underwriting loans 
through these various companies, we would be faced immediately 
with that problem. of which one do we loan money to. I am sure if we 
loaned to one, and didn’t to another, we would be subject to a great 
deal of criticism. 

I think if you reach the point’ where this becomes necessary, and I 
don’t think you would with a single company, it would be easier to 
deal with a single entity than it would three or four. 

Senator Monroney. It might be easier for the Government, but 
would it be easier for the 180 million Americans? 

We have already had the example of the loss of service in the closing 
of stations, the slowing down of communications in this country 
through monopoly when by force of bankruptcy we were required to 
monopolize the domestic telegraph system. 

Aside from the Chairman of the FCC, I don’t know of many people 
who think that has improved through its exclusivity. For that reason, 
if the competitive system of free enterprise can be permitted to exist 
and still supply the defense needs, there must be some way to arrive 
at that without doing violence to our traditional feeling in this country 
against monopoly in any industry. 

40287—59 12 
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Mr. Gotpssoroucu. We have a feeling that if Congress is farsighted 
in this, we can avoid this drastic measure that was taken at the time 
the Government authorized the Postal merger. 

Senator Monroney. To do what? 

Mr. Gotpssoroucn. We have a feeling, if we can have a strong 
company, there is going to be no need for the Government to step in. 

Senator Monronry. But whether the Government steps in on 
financing is important. You see, we are Democrats, sir, and we man- 
aged to finance most of the facilities necessary to win World War II 
through a device called the Reconstruction Finance Corporation 
which always earned a profit for the Government and still provided us 
with the facilities that our aircraft manufacturers, our shipyards, and 
other things that were required. We kept alive the free enterprise 
system, by merely giving an assist through financing. 

We don’t like to lose, for fear of being called socialist. The fact 
the Government can help private industry to survive as private com- 

titive industry should be of concern to us all. Certainly I think as 

ar as the military is concerned, all they wish is the service primarily 
provided through the cables or the updating of the radio facilities, is 
that correct ? 

Colonel Batter. That is correct, sir, and, also, I was going to add 
we, of course, must constantly bear in mind the need for diversity of 
means. 

In other words, we would not ever choose or desire to put our com- 
munications into one basket, or eggs in one basket, here. 

Senator Monroney. You were here this morning, I believe. 

Colonel Bamery. Yes, sir. 

Senator Monroney. It was shown rather definitely that there cer- 
tainly is no shortage of earning power within the radio communica- 
tions field, excepting for the small ones the other appear to be doing 
very well financially, and apparently with new techniques of pre- 
recording of messages and other rapid transmissions, they are appar- 
ently meeting the test of today’s needs in the transmission by wireless. 

Mr. GotpssoroucH. May I comment on that, please, sir? 

Senator Monronery. Yes. 

Mr. GoxtpssoroucH. Watching the situation over the last few years, 
it has become apparent that the record telegraph industry has not been 
able to keep up with the technical advances. 

Now, when the telephone company 

Senator Monroney. Is that both wireless and cable? 

Mr. GotpssoroucH. Yes, sir. When the A.T. & T. laid their coaxial 
cable, I think it was in 1956 they made it operational, that was the 
handwriting on the wall for the old cable that was then laid, I think 
most of it around 1902, but never since that time have I heard any 
proposal from the telegraph carriers to lay such a cable. 

Now, I do recall back, I believe, about 1955, when one company had 
the gleam in their eye on a coaxial cable, but they wanted to split the 
thing, part Government and part commercial. 

It fell by the wayside on account of the fact that they were unable 
to obtain landing rights, and the thing just died. 

Now, on the radio end of it, as you brought up this morning, this 
article in the Times, we depend on the commercial radio carriers on 
high frequency, and high frequency as we know even under natural 
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propagation conditions has holes in it. It goes out, and there are 
other means that could be used where radio is applicable, to overcome 
those difficulties. 

Never have I heard a single thought or gleam in the eye on the part 
of the telegraph carriers to use other than high frequency radio, al- 
though we in the Department of Defense have communications which 
are much more reliable than high frequency radio in many places. 

Senator Monroney. Do you have your own service, auxiliary 
service ? 

Mr. GoipsporoucH. We have in many places certain services, yes, 
sir. We do depend on the commercial carriers, and we would like 
more of that if we could get it. 

Senator Monronrey. What happened after World War II? Were 
not some of these facilities of the worldwide network of the Defense 
Department dismantled ? 

Mr. GotpsporoucH. They fell apart. We have been building them 
back up again. 

Senator Monronry. We did have a worldwide network; I think 
T used to read you could send a message around the world in 30 seconds 
and reach such far-off places as islands in the Pacific, and so on. 

Mr. GoxpsBorovcH. I think the 30 seconds might be an overstate- 
ment. 

Senator Monroney. Well, sometimes they overstate things when 
they are proud of the military achievement. But you still have 
facilities. 

Colonel Battey. Very much so. 

Senator Monroney. Would you say it is worldwide? 

Colonel Bamzy. I might paint a picture today that the Depart- 
ment of Defense, in the trans-ocean communications business today, 
about 79 percent of what we have is military-owned and operated. 
About 21 percent of the total is leased today. 

Mr. GotpsporoucH. That is international. 

Senator Monroney. Are they the facilities themselves? 

Yolonel Battry. This is the number of channels, sir. 

Senator Monroney. You have wide portions of the spectrum that 
you still don’t use. 

Colonel Battery. We are full up. ‘That is why we are leasing. As 
a matter of fact, we need many more channels today than we can 
obtain from the industry. We need channels, of course, more than 
A.T. & T. can give us, and we need these channels unfettered by the 
restraints that are now on them as to use, because our equipment, as 
our prepared statement pointed out, our equipment coming into the 
inventory shortly is going to be unable to distinguish whether the 
input signal is out of a telephone instrument, out of a camera, or 
out of a teletypewriter or out of a computer, and this is a very, very 
tough problem. 

Senator Monroney. As far as the cable itself is concerned, the 
present telephone cables, if they were made available to you and 
only to you for certain uses which are beyond the present uses of 
our cable and wireless companies, would they serve the same purpose 
in transmission, would they not? 

Mr. GotpszoroucH. It would serve the same purpose, but then we 
have a monopoly that has been mentioned. 








176 


Colonel Batty. This would pretty much reduce our need for 
services from the record companies which we are now paying. 

Senator Monroney. Well, it would not necessarily do so. 

Colonel Battery. No, sir; it would reduce. 

Senator Monronry. My question was, sir, that assuming the on- 
coming use of digital computers, and other uses beyond your needs 
today, you would not necessarily—because you wouldn’t have to give 
the A.T. & T. all your business. I don’t think monopolies require 
that, they do not say to you we can’t handle the new digital com- 
puter business unless you give us the whole big package. Therefore, 
existing facilities could be used without the necessity of complete 
or total merger and add the facilities that would be available through 
A.T. & T. to others available to supply you with the additional needs 
that you have for your digital computers and other things requiring 
coaxial cables. 

Colonel Battery. Yes, sir. 

Senator Monroney. And that would still not necessarily diminish 
the present workload that the presently operating free enterprise 
competitive system in our oversea communications are doing, is that 
correct ? 

Colonel Bamwtey. Well, not entirely, sir, because along with our in- 
troduction of the automated system, of course, our dependence for 
the future upon the old-fashioned, if I may use the word, teletype 
means of communication is going to become less and less. We will 
have less of it. It will be replaced. 

For example, even in our logistics services overseas, the fact that 
we are hooking up transceivers to computers and computers to com- 

uters to give us up-to-the-minute or up-to-the-second inventory in- 

ormation and reduce our stockpiles and all that sort of thing, this 
would mean that we would no longer send a teletype message for 
the same purpose. 

Senator Monroney. It would not necessarily mean that you would 
not. It would only be that you were putting it through a computer 
or some magic brain, and certainly everything is not going to be done 
by the magic brains in the Defense Department. 

Colonel Battery. This is true. However, there is a growing use of 
these things. 

Senator Monroney. I am sure there is. How many commercial 
users would you estimate require these digital computer systems? 

Colonel Barry. In the industry ? 

Senator Monroney. No. How many commercial users, people 
who would normally use leased wires or leased service would be in 
the market today for this telegraphic hookup using digital computers? 

Colonel Battery. I am not aware of how rapidly this is coming 
along with the commercial industries, although I suspect that com- 
panies such as Sears, Roebuck, the airlines, General Electric, Gen- 
eral Motors, large corporations particularly with oversea holdings, 
will be getting more and more into this because it saves money and 
it saves people. 

Senator Monronry. But the needs of the Defense Department 
would be in the neighborhood of 10,000 to 1 to any private user. 

Colonel Battery. Certainly at this stage, yes, sir. 
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Senator Monroney. Technically, if the FCC should say that this 
could be usec, you could use the A.T. & T. coaxial cables, you would 
not necessarily have to talk in terms of building a new cable at this 
time, is that correct ? a 

Colonel Batter. This is our hope, sir; as a matter of fact, with 
the present single cable and the cable coming in this fall, the two 
Canadian cables being built, 1961 and 1962, we have been assured 
that the bulk of our now foreseen requirements through the 1962 time 
period can be met by leasing channels from the commercial companies. 

Senator Monroney. Could you give us a breakdown, if you have it, 
or supply it for the record, of the total cost of the Government- 
operated communications, the number of men involved in the military 
service along with the amount of service from the private companies. 

(The information requested follows :) 


BREAKDOWN OF MILITARY OWNED AND OPERATED COMMUNICATIONS, WORLDWIDE 


1. Capital investment of military, worldwide, communications complex: 





Million 

SU ISN ae cs wc cas cece cote appre ree $452 
I soi cece adic sda caleae casi eh ag ates ee ee eg eee 350 
NOV G cicndanc cont actacetnnenawe cnc aKcneneneanenamenamemanielth 217 
ea a 1, 019 


Notr.— Includes land, buildings, and installed cost of equipment since World War II— 
undepreciated value. 


2. Number personnel employed : 


Approximately 

UE MO ic aah aide Sa aa kn a oe ee oe 11, 000 
a as Ca se ters eins ae pec nc i ec 8, 000 
Nis icp cnsc chaste an sg saves cots cas es aad asd cee ois eee ee 5, 700 
Pa Bh Sa ae 24, 700 


Notr.—Includes officers, enlisted and DOD civilians. 


It should be noted that the military communications complex (1) serves many 
important geographic areas which cannot be reached or served by commercial 
services, either United States or foreign (such as Arctie regions) ; (2) provides 
many types of services (i.e. voice, telemetering, data, video, record, ete., includ- 
ing ship-shore, submarine, mobile, and air-ground-air) which cannot normally 
be obtained from commercial sources. 


It may be of further interest to note that the military communications com- 
plex currently handles about 714 billion words per year of record communica- 
tions. (This does not include a summation of voice, facsimile, telemetering, 
data, and video services all of which are rapidly increasing in ratio to teletype 
with advances in weapons systems and shrinking reaction times. ) 

Colonel Barry. I can answer the last one first, if I may. 

We are currently leasing—and this is from these companies— 
A.C. & R., RCAC, Western Union and A.T. & T—our annual bill this 
year is $9,372,000. Of this total 

Senator Monronry. Now, that is just on the telecommunications? 

Colonel Barry. That is only international. 

Senator Monroney. But that doesn’t include A.T. & T., or did it? 

Colonel Battxy. It does on circuits to Europe and to Hawaii. Now, 
of this total, 3.5 million of that total is to A.T. & T. for voice services. 
We are leasing a few telegraph services to Hawaii. We are leasing 
a few telegraph services to Europe from the Canadians because we 
can’t get it here. 
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Senator Monroney. Do they have coaxial ? 

Colonel Battery. It is in the TAT-1 cable, but they are part owners 
of the cable. That is worldwide, sir. 

The transatlantic share of that is about 6.3 million total, of which 
4.3 million is to the record companies at the present time. 

Senator Monroney. Do you have some questions? 

Colonel Batter. I can give a breakdown by companies. 

Senator Monroney. I don’t care for that. What I was anxious to 
get is the cost. That is, I think you said some 30 percent of the 
service? 

Colonel Battery. 21 percent of the total. 

Senator Monronry. When you get the breakdown, if you will put 
it in the record of these companies that are serving, it will be helpful. 
Colonel Battery. All right. 

Our annual bill for A.C. & R. 

Senator Monroney. You may put it in the record, unless someone 
wants to hear it. 

(The information requested follows :) 
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Expenditures by company 








Monthly Annual 
SE OS oot coon bEanicnicandacliand sevedin cd oudenbbdnanaehe Seussecawer $143, 000 $1, 464, 000 
cl a a lace a ar 122, 000 2, 646, 444 
ii clap ce a hd ASA tt ont vb ab ma atic aia sa ds vas aha Naat cisaabie 220, 537 1, 716, 000 
RE i aca didicdinmniceccubhonuucuaiscmmGinneds cetianccontuss seen 295, 500 1 3, 546, 000 
Gs ooh nea ens pine ana Waanom ened SERCe eal aa REbE eae eae 781, 037 9, 372, 444 


1 Mostly voice services although includes some teletype to Hawaii. We anticipate substantial increases 
to A.T. & T. for voice and wider bandwidths in near future with probably some decline in record company 
types of services. 


Senator Morton. Of course, you are testifying here from the mili- 
tary standpoint. 

Colonel Battery. Yes, sir. 

Senator Monroney. What you really are interested in from the 
standpoint of the Department of Defense and as a military man in that 
Department of Defense is getting an additional broadband cable, at 
least one more, and perhaps in the future still more transatlantic. 

Colonel Battery. Yes, sir. 

Senator Morron. And perhaps transpacific? 

Colonel Battery. Yes, sir. 

Senator Morton. That is your concern, and on the basis of that, 
you are here testifying in favor of this legislation. 

.. Colonel Battzy. That is correct, sir. 

Senator Morton. As a military man, you have not undertaken to go 
at the political or economic philosophy that might be entailed and the 
best way to get it. 

Colonel Bamey. That is correct, sir. We have our views on this 
privately, but this is outside our province obviously. 

Senator Morron. You based your statement—in the preparation 
of your statement, in the consideration of this problem; you have un- 
doubtedly consulted with the Federal Communications Commission, 
which is an independent agency of our Government, set up to control 
communications which has among its staff, engineers and experts in 
this field ; is that right ? 
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Colonel Barry. Yes, sir, we have discussed this with the FCC. 

Senator Morton. And since the FCC has come up and said in their 
opinion the best way to accomplish this end is to permit this merger, 
you have followed that line in your statement which was submitted to 
the Bureau of the Budget. 

Colonel Battery. I would say this, sir: We fully support the FCC 
view. I would go further to state that if they were opposing the mer- 
ger, we would probably still support it for the reasons we have named. 

Senator Morton. The reason is you feel that is the way to get an- 
other broadband cable. 

Colonel Battery. Yes, sir. 

Senator Morton. Your needs for this broadband or coaxial cable, 
or whatever you want to call it, go beyond your SAGE operations. 

Colonel Barry. Very definitely. 

Senator Morton. You have a terrific need for normal high speed 
communication apart from your warning systems in which cables of 
this kind would speed up your whole communications system, make it 
more effective, make it less subject to interruption if one of the coaxial 
cables were interrupted by accident, or by a fishing trawler, or any- 
thing else that might happen. 

Colonel Battery. That is correct. 

Senator Morton. And this statement then, which was prepared 
from the military standpoint, was submitted to the Bureau of the 
Budget for its approval, but the basic philosophy behind your ap- 
proach to it and your basic premise is that you are interested in an- 
other broadband cable, or alternate cables to take care of not only 
today’s needs, but the foreseeable increase that you as a military man 
envisage in the future. 

Colonel Batter. Yes, sir, and further than that, we are not just 
interested in cables, we are interested in the modernization, in the ex- 
—= of all forms of communication which can benefit military 
needs. 

I might go further to state that on the research and development 
side of the house, whereas on the domestic scene we have seen a very 
healthy and modern telephone plant sponsored by A. T. & T. and 
others in the industry, from which the military lie accrued many 
benefits and advantages in the way of new developments. By con- 
trast we have seen little or nothing come out of this same type of 
area in the international telegraph communications field, so who 
is filling this gap ? 

It is obviously the military departments that have to do all the 
research and development and this is why we are forced to pay more 
taxpayers’ money on building facilities because we can’t lease them. 

It is generally our policy where possible to lease particularly from 
American companies where they can and do meet our requirements. 
We resort to military construction only when either (a) the com- 
pany is either unwilling or unable to furnish the service, or (0) when, 
as happens rarely, economic factors point clearly to its being far 
cheaper and better in the Government interest for us to construct 
our own. 

Senator Morton. One other question off that point for a moment 

You were talking about Alaska. Just to satisfy my own curiosity, 
are the communications—speaking now of your actual wire communi- 
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cations, broadband communications to Alaska—over land or are they 
submerged cable for the most part, or both ? 

Colonel Barter. Well, they are both. We are leasing circuits now 
up the Alcan Highway overland, obviously, and then we are also 
leasing channels via an A. T. & T. cable part way up, and a Signal 
Corps-owned cable, part of the Alaska communications system, which 
takes it on up to Anchorage and beyond. 

Senator Morton. And you say that these are now being ex- 
panded ? 

Colonel Bamry. Yes. 

Senator Morton. Both the marine cable and the overland cable? 

Colonel Battzy. Perhaps Colonel White could add to what I say, 
but the Signal Corps has negotiated with a Canadian carrier for con- 
struction of a microwave system up the Alcan, and this will be met 
at the Alaskan border with a military system comparable to it and 
connected on in. 

This specifically is in part to serve the requirements of our ballistic 
system warning activities. 

On the coastal route, we are intending to extend our troposcatter 
system now in Alaska, to extend this network on down the coast to 
where it joins with A. T. & T.’s cable. This extension, incidentally, 
by troposcatter, in addition to serving military needs, will serve what 
is still the Signal Corps responsibility of serving commercial and 
civil interests in the communities through which it passes. 

Senator Morron. I was interested in your comment, Colonel, that 

ou in the military were not getting enough room on the spectrum. 

y friends in the television business say you are getting too much, 
but that is one question we will not try to settle today. 

Colonel Batty. I appreciate that very much, sir. 

Senator Monroney. Could you give the relative investment of the 
improved Alaskan service as to private enterprise and the Govern- 
ment ¢ 

Colonel Battey. Colonel White, could you comment ? 

Colonel Wuire. The final negotiations with the Canadian telecom- 
munications people have not been finalized. We could not at this 
moment speak in terms of gross costs. In essence, the current negoti- 
ations with the Canadian companies indicate that they will construct 
the microwave system that Colonel Bailey referred to generally along 
the existing Alcan Highway route. 

They are constructing this preponderantly because of the U.S. mili- 
tary requirement, and we will of necessity have to underwrite, in terms 
of a promise to lease, a significant portion of these facilities. 

Now, that total cost I could not state at this time, and it is not accu- 
rately available at this time. 

Senator Monronry. Roughly, out of the top of your head, $10 mil- 
lion, $5 million, $3 million? I am trying to ascertain an approxima- 
tion of the degree. 

Mr. GotpssoroueH. Maybe I can answer that, sir. I think on the 
narrow-band Alcan route at the present time the contract calls for 
something over $1 million per year for leased services. Under this 
broadband leasing which is necessary to support the ballistic missile 
early warning system, that may go up as high, I believe, and I have 
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to be approximate because, as Colonel White said, it is under negoti- 
ations, $314 million. 

Senator Monroney. That is all wireless? 

Mr. GotpssoroucH. That is on this microwave radio link. 

Senator Monroney. Wireless? 

Mr. GotpsporoucH. Radio. 

Colonel Battzy. Microwave. 

Senator Monroney. By these outer space explosions, or other de- 
velopments that may interfere with atmospheric communications, 
those would be subject to going out? 

Mr. GoupssoroucH. We don’t expect that it will interfere with a 
microwave, sir. 

Senator Monroney. Of course you don’t know. Nobody knew just 
what these outer space explosions would do that we tried out last fall. 

Colonel Barry. I would like to comment here, sir, that the effects 
which you are speaking of were effects introduced into the ionosphere 
not unlike a normal phenomenon of radio blackout. 

Now, in microwave, and to a large extent tropospheric scatter, 
neither technique depends on ionosphere reflections and, therefore, 
these communications are not similarly affected. 

Senator Monronry. Not by that, but they might be affected by 
jamming, might they not? 

Colonel Battry. That is true; they can be jammed. However, the 
jamming agent would have to be right on top of the station. 

Senator Monroney. But a fut fivine airplane with a high-powered 
interference creator could jam that as a prelude to an attack. 

Colonel Battery. That is correct, sir. That is why we communi- 
cators try to get as many diversified means as we can attain. 

ae Monroney. What service do you expect to have, wire, cable, 
or land ? 

Colonel Battry. The A.T. & T. cable, of course, up the coast from 
Seattle will connect into this troposcatter, which then carries it on up 
to the Anchorage area. 

Senator Monroney. Where does that cable come in? 

Colonel Battey. The Signal Corps owns the cable which connects 
on the A.T. & T. 

Senator Monroney. Where do they connect ? 

Colonel Battey. Ketchikan. 

Senator Monroney. So you are only about a fourth there, so three- 
fourths of the cable has to be taken on up to Anchorage and beyond? 

Colonel Battery. Yes, sir; that cable exists today. 

Senator Monroney. But that is Government-owned ? 

Colonel Barney. Yes, sir. 

Senator Monroney. A. T. & T. hasn’t built that even though there 
might be need for other duplicating cable; is that correct ? 

olonel Batter. That is correct, sir. 

Senator Monroney. So it doesn’t necessarily follow that a monopoly 
would automatically give you the service, or that these stockholders 
or directors would break their necks to put in more service in antici- 
pation of Government need ? 

Colonel Batter. I think not in that part of the world, sir. 

Senator Monroney. There has to be a profit motive in it, and some- 


ve the profit motive takes away service—it giveth and taketh away 
th. 
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Do you have questions, Senator McGee ? 

Senator McGer. I am not sure it is a question, but I would like 
to clear up a general impression. 

Iam sorry I came in late to this particular interrogation. Senator 
Morton cleared it up a little bit for me with his question. 

Will you check to see if I have the right impression from your over- 
all statement here, Colonel, that above all else you are concerned 
with the availability of the new needs of these growing demands, 
cannes, and so forth; that comes first, regardless of how you get 
it? 

Colonel Battery. Yes, sir. 

Senator McGee. Then, secondly, you feel that from the Defense 
Department’s point of view it would be more economical, if I under- 
stood you correctly, if it were to go through a private merger rather 
than through some other means ? 

Colonel Bamry. I don’t believe I said it just that way, sir. 

Senator McGee. You don’t believe that? 

Colonel Battery. No, sir; it is our view that a merged enterprise, 
merging what now is several competing companies, would have the 
financial health and the resources lined up to get on with moderniz- 
— getting up to date. 

_ Senator McGer. But that isn’t basically your concern. 

Colonel Batter. It is only our concern, sir, to the extent that today 
we cannot get from the record carriers the kind of service, and for 
the future we will get even less of what we require. 

Senator McGerr. But there are other ways—in other words, you 
are agreeing that this isn’t the only way, through a merger of these 
private carriers, that you could meet your needs? 

Colonel Batter. I agree with this, sir: We could build our own. 

Senator McGer. The reason I raise the question is that I want 
your position clearly in my mind. Your representation to us, it 
seems to me, ought to be on the requirements of achieving this need 
for the Department of Defense. The various attributes or the method, 
the consequences of the merger, that sort of thing, will have to be 
reserved to this committee and the Congress for decision, because there 
are lots of other elements involved there, as you readily admit. That 
is the reason I raised the question about your supporting the merger, 
necessarily. 

It seems to me that you are taking an unnecessary step. 

Mr. GotpssoroueH. I can answer that, sir. ‘We go along and 
heartily subscribe to the FCC statement. We feel that they are the 
body, the governmental body that is charged with making sure that 
the economic health of these telegraph carriers continues. 

They have said that they can see a diminishing return to these 
carriers in the future. If we accept that statement, and we do, based 
on our knowledge, plus what the FCC has said, we are concerned 
about that because we don’t want to put our eggs in any single basket. 
We want to see these telegraph carriers survive, and be available to 
us as we need them, not only in peacetime, if you call this peacetime, 
as well as wartime, so we have based our feeling on what we, our- 
selves, know about the inability of the telegraph carriers to supply 
requirements, we know that, plus the fact that the agency that 1s 
charged to se that the economic health of the telegraph carriers re- 
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mains good, and that as they see it in the future it will not because 
of these technological advances which are occurring, and because it 
is possible—we have that even now—they cannot attract sufficient 
capital to modernize the way they should. 

tate McGez. Well, I go now to your concluding paragraph 
here, which brings to a head the real point of my original question 
in pursuing it here. 

You say here: 

In our opinion the present common carrier system, if combined in the inter- 
national field through merger, would be in a better position to meet these 
requirements, and would strengthen the U.S. international competitive position 
as a whole. 

That involves, if I understood this testimony correctly, and the 
implications of this proposed merger, a lot of things that have noth- 
ing to do in God’s world with defense, that those are policy decisions 
of an entirely different sort. arty 

Now your testimony is very useful to the committee, as I see it, in 
terms of what these requirements are for additional cable facilities, 
and the expansion and future growth, but for your department to 
then testify that this merger system is the way to get it, it seems 
to me to be going out on unnecessary ground because those are deci- 
sions that we are trying to weigh here in balance with a lot of other 
things in addition to defense. 

Senator Morton. Would the Senator yield ? 

Senator McGer. Surely. 

Senator Morton. We asked them to come up and testify on the bill, 
and the bill says we are going to do it. 

Senator McGerr. The bill gives permission. 

Senator Monroney. They are already recommending that it be 
merged, in the interest of strengthening our competitive condition 
internationally. 

Now if the Secretary of Commerce comes up here and testifies to 
that, that is in the realm of his department, but I don’t know of any 
case where in my memory the Defense Department has come up and 
said “We want to merge Boeing Aircraft and Lockheed to strengthen 
their competitive condition within the industry.” 

It seems to me that you are breaking entirely new ground in this, 
if the Defense Department has assumed in addition to its other mani- 
fold duties the job of not only keeping our defense strong, but also 
now absorbing a very difficult job of keeping our economy strong. 

Senator McGer. Don’t misunderstand me on that. We may come 
out with the same conclusion, but I merely questioned the prerogative 
of the Department of Defense to set up these guidelines. 

Mr. GotpssoroucH. If I could comment on that, we weren’t asked 
by Senator Magnuson to advise him on more than this bill, and this 
bill is a proposed permissive merger bill, and that is what we are com- 
menting on. 

Now maybe there will be other ways of solving this problem, but 
we weren’t asked to comment on those. 

Senator McGrr. That is not the point we are gtting at on this bill. 
Your testimony on the bill—we are concerned with the defense re- 
quirements involved, period. 
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Colonel Baimtry. I would like to say, sir, that in addition to our 
leasing of services from the record companies we are talking about 
here today we also pay a large bill to foreign governments for leased 
service. For example, to and within Europe and the Middle East we 
are leasing services from France, from Italy, from Germany, from 
Spain, and countries such as this. In fact, through foreign aid pro- 
grams and otherwise we have subsidized to some extent these ventures, 
We also feel it would be to our interest to see a stronger U.S. indus- 
try, if it could be pushed into that part of the world, for security 
reasons if for nothing else. We would have a greater feeling of 
reliability on the U.S. company in the Middle East operating a sta- 
tion ~~ we would, let’s say, a foreign company, if anything hap- 
ened. 
: Senator McGee. I happen to agree with that. I question whether 
that is Defense Department business. That is conceivably a State 
Department matter, that is the whole theory of international con- 
duct, and it is as old as the beginning at least of this century, a cer- 
tain type of realistic imperialism, which I think is good, because you 
develop self-interest. I am merely questioning whether that is a valid 
—_ coming from the Department of Defense at this kind of 
earing. 

Those are all the questions I have. 

Senator Morton. I think you can’t separate defense out of these 
political and economic considerations in our foreign relations today 
at all, and, of course, perhaps the wifhesses have gone a little far 
afield in telling us how best to accomplish this military need and 
should have confined themselves to just a statement of the military 
need, but I have found in my 12 years around here that Members of 
the Congress also occasionally go beyond the subject to which they 
are addressing themselves, be it on the floor or in hearings. 

Senator Monroney. May I ask if this support for the proposed 
merger originated within the communications systems division or 
was it discussed at higher levels and submitted to you? 

Mr. GotpsporoucH. This is an Office of the Secreary of Defense 
coordinated position, sir. 

Senator Monroney. It came from the Office of the Secretary of 
Defense to the communications system ; is that correct ? 

Colonel Battry. Well, we are all in the Department of Defense, sir. 

Senator Monroney. Yes, but I wondered where the impetus came 
from on this, whether it was a finding by the Secretary of Defense, 
or whether it was a finding of the technical people that called this 
to the attention of the Secretary of Defense ? 

Mr. GotpssoroueH. I can only answer that it is a coordinated Of- 
fice of the Secretary of Defense position. 

Senator Monroney. I don’t quite get that. 

Mr. GotpsporoueH. I can only answer that by saying that it is a 
coordinated Office of the Secretary of Defense position. 

Senator Monronry. Can you tell us whether it originated in the 
Office of the Secretary of Defense, or if it originated in the workin 
division of the communications system of the Department of Defense? 

Mr. GotpssoroueH. By delegation, the working division, as you 
call it, policy division, prepared this position. 
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Senator Monroney. But were they asked to prepare the position 
by the Secretary of Defense ? 

Mr. GotpsporoucH. Yes, sir; I can testify to that, because Senator 
Magnuson’s communication to the Secretary of Defense—— 

Senator Monroney. Senator Magnuson. 

Mr. GotpszoroucH. That is right, Senator Magnuson’s, letter was 
routed to the telecommunications policy director in the Office of the 
Assistant Secretary of Defense, S. & L., and hit my desk. 

Senator Monroney. That was the first interest of the Department 
of Defense in that? 

Mr. GotpssoroucH. No, we had studied this thing, sir, last year 
when this bill was introduced. 

Enter Monroney. That was your first interest in it, is that cor- 
rect ¢ 

Mr. GotpssoroucH. Yes, when the bill was introduced. 

Senator Morton. That was your first interest in this legislation ? 

Mr. Gotpssoroueu. In the legislation. 

Senator Morron. But you have had a continuing interest in the 
need for more adequate communications ? 

Mr. GotpssporoucH. We have been concerned about this thing for a 
very long time, about the lack of telegraph carriers to be able to sup- 
Ply ~ requirements for broad band communication. I repeat, re- 
iable. 

/Senator Monronry. Are there any further questions? 
é, — you very much, Colonel Bailey, Mr. Goldsborough, Colonel 
ite. 

The committee will stand in recess subject to the call of the chair- 
man of the full committee, Senator Magnuson. 

(Whereupon, at 2:50 p.m., the committee adjourned.) 
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MARINE CARRIERS 


TUESDAY, MAY 12, 1959 
U.S. SENATE, 


CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D.C. 

The committee met at 10:03 a.m., Senator John O. Pastore pre- 
siding. 

Senator Pastore. It is now 3 minutes past 10. The meeting was 
called for 10 o’clock. I am told that several Senators will be here. 
They will be a little late, but I am the chairman of this hearing and 
I am ready to proceed if the witnesses are, and accordingly the meet- 
ing will come to order. . 

As you know, the committee print dated March 10, 1959, legislative 
proposal which is being discussed in this hearing is identical to S. 
4231, the bill that Senator Magnuson introduced in the closing days 
of the last session of Congress. The proposed legislation would 
amend the Communications Act of 1934 as amended so as to permit 
mergers or consolidations of international telegraph and marine car- 
riers. Hearings were started on March 20. The crowded agenda of 
the committee has prevented other hearings from being scheduled 
until today. Barring any unforeseen circumstances I propose to 
continue the hearings to hear all of the witnesses tomorrow and 
Thursday and on May 20, so all interested will have an opportunity 
to testify. I want to repeat what was mentioned at the opening day, 
whether the committee after hearing all of the testimony will recom- 
mend legislation that would permit the filing of applications for con- 
solidation remains to be seen. The committee may find that permis- 
sive legislation is not desired. It may on the other hand find that 
some other policy is better for our national interest. 

In any event I am hopeful that all facts on that subject will be 
fully developed. The witnesses scheduled today are representatives 
from the OCDM and the, Department of Justice. If possible we will 
also hear from the president of the American Cable & Radio Corp. 
and the president of RCA Communications, Inc. 

It is my intention to sit on Wednesday afternoon to hear some of 
the other witnesses, but in view of the hearings scheduled on Mr. 
Strauss’ nomination, the schedule must be readjusted. Do we have 
here a representative of the OCDM? 

Mr. Kenpatu. Yes. 

Senator Pastors. Do we have here a representative of the Depart- 
ment of Justice? 

Mr. Kirkpatrick. Yes, sir. 
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Senator Pastore. Do we have here the president of the American 
Cable & Radio Corp. ? 

Mr. Towers. Yes, Mr. Chairman. 

Senator Pastore. And do we have here the president of RCA 
Communications, Inc. ? 

Mr. MircHetu. Yes, sir. 

Senator Pastore. All right then, gentlemen, we are ready to pro- 
ceed. We will hear from the OCDM representative first. 


STATEMENT OF CHARLES H. KENDALL, GENERAL COUNSEL, OFFICE 
OF CIVIL AND DEFENSE MOBILIZATION 


Mr. Kenpauy. Thank you, Mr. Chairman. My name is Charles H. 
Kendall and I am general counsel of the Office of Civil and Defense 
Mobilization and I am very happy to have with me the Deputy As- 
sistant Director for Telecommunications, Mr. Fred C. Alexander. I 
am happy to appear here today to support the principle of permissive 
merger in the international telegraph field and to support the enact- 
ment of legislation such as S. 4231. 

The Office of Civil and Defense Mobilization is interested in this 
matter primarily because effective national communication is neces- 
sary to the national defense. 

Economically strong and technically adequate international com- 
mon carrier telegraph systems are basic elements of effective inter- 
national communications. As you know the question of permissive 
merger legislation with respect to the international telegraph industry 
is not new, having been discussed and studied for some 30 years. One 
of the more detailed studies of the matter was undertaken in connec- 
tion with the work of the President’s Communications Policy Board. 
In its 1951 report which dealt with the merger problem in considerable 
detail, the board reached a conclusion that no imperative reason for 
merger of the international telegraph carriers existed at that time. 
In stating this conclusion, however, the Board observed, and I quote: 

Our conclusions in regard to merger are based on conditions as we now find 
them and can project them. We believe, however, that the situation can change 
and that the welfare of our national communications system demands constant 
attention to the condition and stability of these companies. 

The Board went on to say that, “changing conditions may provide 
compelling reasons for a merger later on,” stating further that any 
merger— 
may be dictated not only by economic forces but by the wisdom of the Govern- 
ment’s own policies vis-a-vis these companies and by technological developments. 
Such technological developments, in fact, may prove to be the conclusive factor 
in determining the future of these companies. 

In my opinion we have now reached that period in time and that 
state of technological development to which the Board alluded. 

Since the completion of the Board’s study, there have been three 
developments in the field of telecommunications which have a signifi- 
cant bearing on any decision with respect to possible merger of inter- 
national telegraph carriers. One development is the expansion, and 
planned further expansion, of operations of the American Telephone 
& Telegraph Co. in the international submarine cable field; the sec- 
ond is the development and expanded application of the mode of trans- 
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mission known as digital data; and the third is the expansion in the 
international field of customer-to-customer high-speed teletypewriter 
service known at telex. 

Within the past few years the A.T. & T. has laid multichannel] tele- 

hone cables between the United States on the one hand, and Great 
Britain, Hawaii, and Alaska on the other, and is planning a new 
telephone submarine cable to Puerto Rico. 

A second transatlantic telephone cable to the mainland of Europe 
is already under construction with completion scheduled for around 
1960. These newly developed cables are capable of handling many 
simultaneous saluceas conversations with each telephone channel be- 
ing capable technically of accommodating some 17 telegraph-type of 
communication channels. Hence, we see the feasibility of a rapid, 
reliable, economical, and relatively secure method for handling not 
only telephone but telegraph communications via these modern 
systems. 

Coincidentally with the development of modern submarine cable 
techniques by the A.T. & T. there has been considerable advancement 
in the development of digital data transmission. This system utiliz- 
ing so-called bits of information has increased tremendously the abil- 
ity to transfer large amounts of information in short periods of time 
on a single channel. 

This increased capacity, however, requires a highly reliable circuit 
with an increased channel width and a correspondingly increased oc- 
cupancy of the radio frequency spectrum when conployine a radio 
channel. Hence, the present state of the art in telecommunications 
does not permit the large-scale accommodation of the digital data 
transmission technique over present-day telegraph cables or radio- 
telegraph and radiotelephone circuits. 

This new data system has become a basic and increasing require- 
ment of the military services for transfer of many types of informa- 
tion between the United States and overseas points. Because present- 
day radiotelegraph, radiotelephone and telegraph-cable facilities can- 
not properly accommodate this type of technique due to its require- 
ment for high reliability and wideband width, the radiotelegraph, 
radiotelephone, and telegraph-cable carriers have not been able to 
satisfy the communication requirement of the military for digital 
data service. 

Hence the military have sought satisfaction of these requirements 
through the utilization of the A.T. & T. telephone cables, technically 
converted to handle the digital type of information. As a result of 
this. situation, the telegraph carriers feel that the telephone carrier is 
impinging upon historical prerogatives in the telegraph field, thereby 
denying revenues to the telegraph carriers. The competitive tele- 
graph carriers, however, are not in a technical position to furnish the 
service, and probably could not be for several years even if they were 
financially able to improve their facilities. 

At the present time the requirements for large-scale digital data 
service is fimited to the military. As the needs of international com- 


merce become more acute, as automation becomes an increasingly im- 

portant factor in industry, and as the space and missile age begins 

to materialize, it is inevitable that nonmilitary agencies of the Gov- 
40287—59——13 
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ernment, as well as industrial and commercial] interests, will seek to 
apply this technique. 

Additionally there is an increasing demand for customer-to- 
customer teletypewriter service. This service, commonly known as 
Telex, might be thought of as the international extension of the U.S. 
teletypewriter exchange service, TWX. Wideband submarine cables 
are capable of providing the telex service more quickly and efficiently 
and will be better able to handle any growth in demand for this type 
of service. The development and continual expansion of digital data 
techniques has diverted, and will continue to divert, record communi- 
cations away from the telegraph carriers unless those carriers lay 
modern cables to many of the heavily populated areas of the world 
— as to Europe, Central and South America, and perhaps the Far 

ast. 

The telegraph carriers have stated they could not afford to lay such 
cables. Such a program would cost about $200 million for a merged 
entity. Should each major company embark on such a program, the 
overall cost would be more than half a billion dollars. U.S. telegraph 
revenues will not justify such an investment in the foreseeable future. 

On the other hand, an organization resulting from a consolidation 
of carriers should, over a period of years, be able to obtain adequate 
capital to finance and amortize such an investment. It appears that 
capacity for these modern communications methods is necessary for 
the survival and growth of the telegraph industry in future years. 
Such survival and growth are essential elements of national defense 
preparedness. 

It is, of course, recognized that regulatory problems, as well as anti- 
trust factors, are involved here. These aspects of the question are 
within the purview of the Federal Communications Commission and 
the Department of Justice, respectively, and my statement does not 
deal with these factors. 

I think that it is important, however, that the proposed legislation 
not automatically authorize any consolidation or merger, but delegate 
to the Federal Communications Commission the power to approve 
consolidations or mergers. Only combinations in the public interest 
should be allowed. National defense considerations would, of course, 
be considered by the Commission in its assessment of the public 
interest. 

In view of the above, the Office of Civil and Defense Mobilization 
approves the principle of permissive merger for international tele- 
graph carriers, and supports enactment of legislation such as S. 4231 
with appropriate minor revisions as being in the national interest. 

Conversely, it appears to be inevitable that if the ability to lay new 
wideband ocean cables is, in effect, denied the telegraph industry be- 
cause the companies are denied the privilege of merging, one or more 
of the carriers will, for the reasons given, fail. If this is to be avoided, 
and certainly it would deprive the Nation of oversea telegraph facili- 
ties in an emergency, the alternative seems to be a governmentally sub- 
sidized international telegraph industry which is certainly less desir- 
able than a permissive merger controlled by a responsible regulatory 
body. 

oii Pastore. You strongly recommend, as I understand the 
concluding statement on page 7, that you would insert in the law the 
standard that it would have to be in the national interest. 
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Mr. Kenpati, That is correct. 

Senator Pastore. It is the feeling of some that that is more or less 
implied from public necessity and convenience but you would spell 
it out in that many terms. 

Mr. Kenpau. I would bow to the views of the expert of the Com- 
munications Commission as to whether it is necessary to spell it out 
or whether the language already in the bill would take care of that 
but certainly that should be a major consideration. 

Senator Pastore. Now, you have said here on page 6 or starting at 
the bottom of page 5, such a program would cost about $20 million 
for a merged entity. 

Mr. Kenpat. $200 million, sir. 

Senator Pasrore. Should each major telegraph company attempt 
to embark upon a separate program the overall cost would be more 
than a half billion dollars. Now why would each have to embark on 
such a program ? ‘ 

Mr. Kenpatu. Well, sir, to preserve 

Senator Pastors. I am not quarreling with you. This is prelimi- 
nary to what I will lead to later on, sir. 

Mr. Kenpatu. To preserve the element of competition, it would, of 
course, not be desirable for one of the competing companies to have 
the only modern cable to a certain portion of the world. If it was 
going to have that cable then competition would dictate that the 
other shop should have a similar modern wideband cable. This 
would result in duplicative facilities at this sort of expense. 

Senator Pasrorre. Well, not of necessity. I think the record ought 
to be clear on that. After all, there is an investment of $200 million 
involved here. You have three major companies, as I understand it, 
who enjoy about 30 percentage of the traflic each. That being the 
case, if one did feel this was a reliable and responsible investment, 
they might expand in this direction, but it would not compel the 
other one to follow suit unless it was economically wise to do so. 

Mr. Kenpatu. Of course, you have the problem of regulating com- 
panies that are theoretically competitive when in fact they are not 
competitive. 

One has a monopoly of a particular field, another has a monopoly to 
another area of the world. This would get away from the essential no- 
tion that we are preserving competition. 

It might make good financial sense. 

Senator Pastore. Are you saying that these three companies go to 
different places, each of them ? 

Mr. Kenpatu. I am saying that to limit them to going to different 
places would be as much of a monopoly creating a single entity to do 
the whole job. You could have a monopoly to Central and South 
America and another monopoly to Europe. This, I think, would be 
more desirable. 

Senator Pastore. I think this is unfair to ask of you because this 
is not of primary concern to you but I think what I would like to 
have stated clearly and correctly is why is it necessary for those three 
companies to join together in order to do this? 

Why can’t it be that one company on its own could do it in order 
to obviate this question of competition as well as the question raised 
by the Justice Department that this is inimical to the national policy 
on antitrust or antimonopoly ? 
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Mr. Kenpatt. I certainly am.in sympathy with the policy. 

Senator Pastore. I followed you very, very closely and I think 
that you argued very rationally. 

Let me ask you this further question: If I understood you cor- 
rectly, you say that now the American Telephone & Telegraph Co. 
is in a position to monopolize this field because of the kinds of cable 
and equipment that it has. It that your position ? 

Mr. Kenpatu. For digital data transmission, the wideband trans- 
mission offered by the modern submarine cable is much preferable 
to any other method of communicating digital data. 

It is a matter of reliability and width of channel. 

Senator Pastore. Did I understand you correctly that you argue 
unless you allow this merger, you would actually be eliminating this 
competition or this quality of competition that we are talking about 
in this particular field ? 

Mr. Kenpatu. I think that might be the result. 

To my knowledge, the only authorization that has gone to A. T. & T. 
so far has been to lease the use of their cables for this type of trans- 
mission to the military and I cannot speak for the Federal Com- 
munications Commission as to whether they would authorize the tele- 

hone company to go to any further extent and make this sort of serv- 
ice available to industrial concerns, for example. But at present 
this is the only facility that is adequate for the purpose and it is a 
telephone company facility. It is a type of record communication 
and the telegraph companies no doubt should be in the business if they 
could get the facilities to do it. 

Senator Pastors. Have you any personal knowledge as to whether 
or not there is any objection on the part of A.T. & T. with reference 
to this pending legislation ? 

Mr. Kenpatu. No, I do not know that. 

Senator Pasrore. You cannot answer that question ? 

Mr. Kenpatu. No, sir. 

Senator Pastors. Mr. Cotton? 

Senator Corron. No questions. 

Senator Pastore. Mr. Case? 

Senator Casr. No questions. 

Senator Pasrore. Thank you very much. All right, Mr. Kirkpat- 
rick, you may proceed. 


STATEMENT OF W. WALLACE KIRKPATRICK, SECOND ASSISTANT, 
ANTITRUST DIVISION, DEPARTMENT OF JUSTICE 


Mr. Krrxparrick. Thank you, Senator. 

My name is Wallace Kirkpatrick, Second Assistant in the Anti- 
trust Division. I am appearing today in response to the committee’s 
request to present the views of the Department of Justice on proposed 
legislation which would permit a merger of the American interna- 
tional telegraph carriers. The committee print of the bill would 
permit, subject to the approval of the Federal Communications Com- 
mission, a merger of some or all of the American-owned international 
telegraph and marine carriers, and would also permit the interna- 
tional telegraph properties of the Western Union Telegraph Co., 
the sole domestic telegraph carrier, to become merged with such 
combination. 
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The Department opposes the enactment of this proposed bill. Our 
position is based on the belief that, up to the present time at least, 
there has not been a sufficient showing of any pressing necessity for 
such a drastic measure. 

To explain this position, I should like to first to review the com- 
petitive situation in the industry. 

Secondly, I plan to consider the arguments which have been put 
forward which are said to demonstrate the urgent necessity for per- 
mitting the creation of an international telegraph monopoly. 

Thirdly, I want to detail the reasons against sanctioning such a 
merger; and, finally, I should like to show you why on balance the 
Department is against this legislation. 


I. THE PRESENT SITUATION 


It is quite clear that under presently existing legislation the vari- 
ous international telegraph carriers may not merge. This results 
both from the Communications Act and the antitrust laws. More- 
over, there is a specific prohibition against the merger of any inter- 
national telegraph carrier with a domestic telegraph carrier, which 
would seem to prevent participation in the proposed combination by 
Western Union Cable Co. so long as it is owned by Western Union. 
Legislation of the kind presently under consideration by this com- 
cred accordingly essential if the proposed merger is to be accom- 

ished, 

' The Federal Communications Commission has informed this com- 
mittee that at present the international telegraph carrier industry— 
* * * is operating effectively and efficiently ; that on the average over the past 


decade, its earnings experience and service provided compare favorably with 
that of communications monopolies subject to the Commission’s jurisdiction. 


The Commission has said: 


If one were to rely solely upon past performance and present earnings, it 
would be necessary to conclude that there is no demonstrated need or justifica- 
tion for merger legislation. 

With these conclusions we agree. The Commission, however, sees 
certain circumstances which lead it to believe that the present satis- 
factory condition of the carriers will not continue. 

As a background for consideration of the arguments supporting the 
proposed merger, let me briefly review the industry as it exists at 
_ present. There are three major companies in this field. In addition, 
there are several relatively small concerns which engage in somewhat 
specialized operation. For our present purposes I think we can con- 
centrate on the three leading companies engaged in international tele- 
graph operations. 

At least since 1950, the three major companies together have handled 
85 percent or more of the total international telegraph business. The 
individual share of each company varied slightly from year to year, 
but roughly two companies each handled about 30 percent of the total 
traffic, and the third about 25 percent. 

One of the major companies is the American Cable & Radio Corp. 
which operates through three subsidiaries, All America Cables & 
Radio, the Commercial Cable Co., and Mackay Radio & Telegraph. 

American Cable & Radio is 58 percent owned by International Tele- 
graph & Telephone Corp. A.C. & R. operates several submarine 
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cables as well as a radio system and furnishes all classes of communica- 
tions on a worldwide basis. Its operating revenue in 1958 was $30.6 
million. The assets of I.T. & T. were $869 million in 1958 and net 
sales were $703 million. 

Another of the major companies is RCA Communications, a wholly 
owned subsidiary of Radio Corp. of America, which provides direct 
radio circuits between the continental United States and approxi- 
mately 65 oversea and foreign points. It also provides indirect 
service to most other points throughout the world. Its operating 
revenues were $24.4 million in 1958. 

The parent RCA had total assets at the end of 1958 of $734 million 
and revenues during that year of more than $1 billion. 

The third major unit is Western Union Cables, a subsidiary of 
Western Union Telegraph Co. which is the sole domestic telegraph 
carrier. Western Union Cables operate a number of transatlantic sub- 
marine cables, some under long-term lease. It provides telegraphic 
communication service to all parts of Europe. It also operates a cable 
from Miami to Cuba and to the Barbados. 

Western Union Cables’ operating revenue in 1958 was $14.4 million. 
The parent Western Union Telegraph had total assets of $320 million 
at the end of 1958, and revenue of $255 million. 

In addition, Western Union Telegraph Co.’s domestic land lines 
provide pickup and delivery service throughout the United States not 
only for Western Union Cables but also for A.C. & R. and for RCAC. 

In addition to the international telegraph industry, there is of 
course the A.T. & T. which also engages in providing international 
communications. A.T, & T. has been limited to the field of telephone 
by the general and Jong standing policy of the FCC. In connection 
with its telephone operations A.T. & T. completed a transatlantic co- 
axial cable in 1956 another cable is scheduled to be put into operation 
this year and A.T. & T, has announced that it has begun work on 
still a third cable scheduled to be completed in 1961. 

One more bit. of background. A merger of the international] tele- 
graph carriers has been considered several times in the past, and each 
time it has been rejected. As the Federal Communications Commis- 
sion has pointed out before this committee, both the Congress and the 
Commission have considered this question of merger at various times 
during the past 30 years. Many of the arguments which are currently 
relied upon to justify merger have been advanced at various times 
during that period. Nevertheless, Congress has chosen not to enact 
such legislation. 
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II, JUSTIFICATION ADVANCED FOR THE MERGER 


The FCC has, as I have said, concluded that there is no demon- 
strated need or justification for merger legislation, if one were to rely 
solely on past performance and present earnings. 

However, the Commission, in compliance with its responsibilities 
under the Communications Act has also studied and analyzed the fu- 
ture trends and potential of the industry, and has not based its rec- 
ommendations solely on past performance and present earnings. The 
Commission’s analysis of future trends and potentials enables all of 
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those interested to evaluate much more intelligently the merits of the 
proposed legislation. 

The Commission points out that several major developments have 
recently occurred, the impact of which will be apparent in the 1960’s. 
The effect of this impact, the Commission says, will be to make compe- 
tition within the international telegraph industry no longer in the 
public interest, and the only effective competition possible in the fu- 
ture will be between international telephony and telegraphy. Ac- 
cordingly, FCC strongly urges prompt enactment of the merger legis- 
lation. 

What are these factors which the Commission believes demonstrate 
a compelling need for monopoly in this presently competitive in- 
dustry ? 

One of the most important developments is the growing need, par- 
ticularly by the military, for means for the instantaneous transmis- 
sion of data, by broadband channels of communication. 

The military desire to transmit intelligence over these channels 
without regard to the normal division of voice and record communi- 
cations into separate categories. The Department of Defense has tes- 
tified before this committee that it appears that the present facilities 
of the international telegraph carriers are not technically adequate to 
meet the current and foreseeable needs of the military in that they are 
unsuitable for high-speed digital-data transmission. 

The FCC has already granted authorization to A. T. & T. to fur- 
nish desired services to the military which permit alternate voice and 
digital-data transmission service over A. T. & T.’s transatlantic tele- 
phone cable. The three major telegraph carriers have objected to this 
grantto A. T.&T. This protest has been set for hearing by the Com- 
mission, and the issues include whether the proposed data-transmis- 
sion service can be provided over facilities of any international tele- 

raph carrier with the required quality, speed, reliability, and whether 
the combination voice and data transmission service should be fur- 
nished in some manner other than by the A. T. & T. 

Senator Pastore. On that particular point, first of all, let me say 
Mr. Kirkpatrick, the philosophy which you express here I like very 
much. However, we are presented here with a specific situation that 
is calling upon this committee and the Members of the Congress to 
make an exception with regard to this proposed legislation for per- 
missive merger; But now taking your argument as you have just 
presented it, up to this point, particularly with reference to the feel- 
ings of the military, that the reason why the Department of Justice 
is opposed to this legislation is because it in fact does or has a ten- 
dency to eliminate competition and for that reason it violates the 
national policy of concerning a monopoly. 

Yet, you are arguing here now, in view of the argument made by 
the military, that if they had another medium to appeal to that they 
would be much better off because then they would be placed in a posi- 
‘ tion of being able to compete, that is to deal with companies that can 
compete with one another and would not be restricted to only one 
medium which is the situation now. 

Now, isn’t there an inconsistency there insofar as the position that 
you take and the military? Your argument as to the effect that this 
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legislation will eliminate competition: The military says we want 
the merger because we want more competition. 

Now, what is your answer to that? 

Mr. Kirxparricr. I think my answer, Senator, is that this, as you 
have phrased it, will eliminate competition in the international tele- 
graph industry; that there is, in our view, no showing on the record 
as we have seen it, as it has been presented to this committee which, 
in our view, justifies the complete elimination of competition entirely, 
for all time by a merger, a total merger of these three presently com- 
peting companies. 

Senator Pastore. But, in that regard, Mr. Kirkpatrick, don’t you 
rely on the substance of the judgment of the Commission whose 

uality you like when in 1950 they said that no present need existed 

or legislation and yet that very same Commission is saying today 
that circumstances have Jemaul. If their quality of judgment was 
good in 1950, why is it too bad now ? 

Mr. Kirxparrick. I do not mean to imply, Senator, that the judg- 
ment of the Commission is in any way bad today. 

Senator Pastore. I am not speaking about motives now, but I mean 
in developing your argument you have said that we quite agree with 
the rationality of the Commission when it said there is no present need 
for that. That was good reasoning. 

Yet that same Commission comes along, maybe 9 or 10 years later, 
and says circumstances have changed and we think now there is a 
need for merger but you do not like the quality of their rationale 
now because it is inimical, as you say, to the national policy. 

_ Mr. Kiexparricx. Sir, I think this is the position and the answer 
that we would like to give on that: That the Commission has recog- 
nized the desirability of competition where it can be. 

The Commission says in view of present developments, future trends 
are such that merger is necessary. 

We believe that those arguments about future trends and develop- 
ments are admittedly predictions, that there are so many uncertainties 
about the future trends and developments as portrayed by the record 
here that we think it would be desirable for this committee to consider 
alternatives which might be possible to the merger, which would mean 
the complete, total elimination of all competition in this field. 

Senator Pastore. Well, we are all on the same team. The FCC is 
under the jurisdiction of the President of the United States, so is the 
Department of Justice under the jurisdiction of the President of the 
United States. 

Now, who do you think is better qualified to make the prediction in 
this case, the FCC or the Department of Justice ? 

Mr. Kirxratrick. I think the FCC is undoubtedly better qualified 
to make any prediction about technical developments. The point, 
however, is—— ; 

Senator Pastorz. I am not trying to be impertinent. I am trying 
to get this record completed because I repeat again, Mr. Kirkpatrick, 
you are doing your job to the best of your ability and to the best of 
your conscience and, let me say, as an enunication of a general policy 
and philosophy, I agree with you. You are not talking to a stranger 
when it comes to that. My whole background and all my propensities 
are against this bigness which smokes out competition. I start with 
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that premise. But I have been quite impressed here with the presenta- 
tion that has been made by the FCC. The point that I see here that 
is strongly made by the Military Establishment and now they have 
no bone to pick either with one outfit or the other, they say this is good 
for us, good for us in spending the taxpayers’ money to have a little 
more competition here. 

As it stands now we are more or less at the mercy of one company 
which has these facilities which we absolutely need. 

Now, until it is possible for another company to come along and 
give us comparable facilities, we are in no position to bargain. Bar- 
gaining is the basis or the keystone of competition, that is the right 
to bargain. Now you come along and you are resisting this bill be- 
cause you say it eliminates competition and yet, the Military Estab- 
lishment comes along and says, we want this bill because we want 

‘competition. That is where I am a little confused as to why two de- 

partments in the executive branch are taking diametrically opposite 
positions on a matter that I think has very much to do with the Mili- 
tary Establishment and I think it is quite important to this com- 
mittee—is the Military Establishment sound in its position? You 
will find that the Members of Congress do not look too lightly upon 
the statements and presentations made by representatives of the 
Military Establishments especially when they put it on the grounds 
that here we need speed in order to do our job through NATO and 
through Europe; that always weighs heavy with the Congress of 
the United States. They said we need this competition not only to 
more prudently spend the taxpayers’ dollar, but to do our job more 
efficiently. 

Then another department under the executive branch says as a mat- 
ter of law and as a matter of policy, which of course is enunciated by 
the President of the United States, this will stifle competition. I hope 
we get a little more specific here and point out exactly and precisely 
what the dispute or what the conflict happens to be because I think 
that that will be of great assistance to the members of the committee. 

Mr. Kirxparrick. I think, Senator, if I may comment on that, the 
Department of Justice feels this bill would eliminate competition in 
the international telegraph industry. ; 

As I understand the position which has been urged before this com- 
mittee by others, particularly the FCC believes that the only competi- 
tion in the international communications field which will be possible 
because of impending developments will be competition between teleg- 
raphy and telephony and not competition within the field of inter- 
national telegraph. 

I think a little later on in this statement I refer to that and sug- 
gest some possible alternatives which might maintain the competition 
which exists in the telegraph industry and still permit the telegraph 
industry to compete within a broader field. 

Senator Pasrorr. Are you saying that you recognize the fact that 
insofar as the Military Establishment is concerned they may have an 
argument, but that isn’t principally your concern? Your concern is 
that if this bill does pass, then, of course, it will eliminate competition 
more on a civilian basis than it will on the military ? 

Mr. Krrxpatrick. I think that is true, Senator; yes. 

Senator Pastore. All right, sir. You may continue. 
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Mr. Kirxparricx. It has been suggested by FCC that if the mili- 
tary requirements are satisfied through the facilities of A.T. & T., the 
international telegraph carriers may be deprived of substantial rev- 
enues which they now derive from leasing channels to the military, 
In 1958 the three major telegraph carriers received revenues of s] ightly 
over $6.8 million from leased channels. Of this amount $3.7 million 
came from military sources for channels leased across the North Atlan- 
tic, where the military now seek broadband facilities. 

These revenues of $3.7 million, which the telegraph carriers are said 
to be in danger of losing, amounting to about 5 percent of total 1958 
revenues of $69.4 million for the three carriers. 

FCC also suggests that the telegraph carriers might lose the mes- 
sage and telex traffic of the military agencies. In addition to this 
short-range impact on the telegraph carrier’s position, it is suggested 
that on a Iong-term basis commercial as well as military users will in- 
creasingly turn to the telephone company for its broadband facilities, 

The FCC finds practical barriers preventing the separate interna- 
tional carriers from equipping themselves with broadband facilities. 
These barriers are said to be high costs which would make difficult 
the financing of a major facility of this type by each of the companies 
separately, and the unwillingness of foreign entities to permit dupli- 
cate facilities. 

Senator Pastore. Now, Mr. Kirkpatrick, let us see first if we 
understand ourselves. 

You understand the point being made by the FCC with respect to 
that argument. It does not make too much difference to them who 
gets the military business. 

They are trying to answer this question that if they lose this mili- 
tary business, then economically they, the carriers, are in an unstable 
position. 

You understand that that is the point they are trying to make. 

Mr. Kirkpatrick. Yes, sir. 

Senator Pastore. This is the answer to the situation that they are 
doing so fine today. They come back with the argument, yes, we are 
doing fine because we have this military business but unless we can 
compete with the A.T. & T. in this business and should we lose it to 
the A.T. & T., then economically we are in a bad way. 

You understand that that is the argument being made here. 

Mr. Kirxpatrick. Yes, I do. 

Senator Pastors. Not that anyone has a claim they should have so 
much military business that they would be denied if we grant the 
exception to the present law. 

Mr. Kirxrarrick. I think the FCC has made the point that the 
military use of the new coaxial cables of A.T. & T. will cause the 
military to transfer its leased-channel business and its message and 
telex business from the carriers and therefore they would lose that 
revenue. 

Senator Pastors. Which leads me to this question: You have been 
citing figures to prove how well off these three companies are eco- 
nomically speaking. You have been — their revenues. If they 
did lose this military business, what would then be your appraisal 
of their economic stability ?¢ 
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Mr. Kirxeatrick. I do not know, Senator. It would depend en- 
tirely on how much they would lose of the military business and what 
importance that would be to their financial position. I merely wanted 
to point out in this instance that the leased channel revenues from the 
military, according to the figures the FCC has provided here, amounts 
to only $3.7 million. The additional possible loss which FCC sug- 
gests, loss of message and telex traffic, is something on which I have 
no figures at all. 

Senator Pastore. Members of the committee may interrupt with 
questions at any time they want. I am not going to shut anyone off 
and I think it 1s just as well to develop this as we go along. 

Senator Cass. Well, Mr. Chairman, since you have raised this ques- 
tion, if I may interject, the Senator from Kansas had several ques- 
tions he wanted to ask. One of them was right down the line you had 
been pursuing. I take it it is not the Department’s view that the situa- 
tion should get to be a distress situation before consideration of 
amelioration by merger or other means should be considered and, if 
that were thought desirable, it be permitted. 

Mr. Kirxpartrick. That is definitely correct, sir. 

It is not the Department’s view that a panic situation or a bankrupt 
situation should be 

Senator Case. So, it comes down to a question of judgment, really, 
does it not, as to whether this is necessary or the most desirable way ? 

Mr. Kirkpatrick. Senator, yes, that is right, and whether on the 
record as we know it, this total merger is the only alternative. We 
think there are other possible alternatives to achieve the military needs 
and perhaps the economic security and health to which both the mili- 
tary and the FCC refer, which would still permit competition to 
some extent. This merger bill would end competition in the tele- 
graph industry completely and all over the world. 

We are raising the question whether that drastic step is necessary, 
and whether there are not certain other alternatives which should be 
perhaps considered. 

Senator Pastore. Well, now, let me ask you this further question: 
Would you understand that, if this bill were passed and the com- 
bination, that is the merged combination would be permitted to make 
use of these facilities along the lines that have been suggested here, 
would that open up to civilian use the full facility of the A.T. & T.? 

As I understand it now, part of these facilities are being leased out 
to the military and they cannot enter into comparable arrangements 
with civilians. 

Mr. Kirxratrick. That is correct. I believe that is now subject to 
protest before the FCC. 

Senator Pastore. I would assume here that there has been no ob- 
jection on the part of A.T. & T., wisely enough, I suppose—I am not 

eing critical, they are businessmen, but I would assume from what 
you have been saying here that reluctance to object is the fact that 
this would open up to full bloom all of the facilities of this cable that 
they have, the A.T. & T., together with the three merged companies. 

Am I correct in that assumption ? 

Mr. Kir«rarrick. I do not know, Senator. I do not know whether 
this would open that up. 











200 MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 

Senator Pastore. Then, let us not get into the intentions of the 
A.T. & T. Let me put it this way: Would the full effect of a merger, 
allowing these three companies to merge and build this cable of which 
we are speaking, would that put them in a comparable position of 
transmittal facilities, comparable to that of the American Telephone & 
Telegraph Co. ? 

Mr. Kirxparrick. Senator, there is, as I understand it, the policy 
of separation of voice and nonvoice communication. 

Senator Pastore. All right. 

Now, let us assume we eliminate that policy and we allow both 
entities to transmit both record and voice. Wouldn’t that give you 
competition ? 

Mr. Kirxrartricx. It would give you a different kind of competi- 
tion, yes. It would give you competition between the two entities 
to which your question has referred, the A.T. & T. and the merged 
company. 

Senator Pastore. Well, then, where do you get your antimonopoly ? 

Mr. Kirkpatrick. Because there would be no competition between 
the present three companies which would be put into one merged 
company. 

Senator Pastore. In other words, the competition among the three 
would become competition among two, would it not? 

Mr. Krr«ratrick. And in a different field. Your question, as I 
gathered it, Senator, assumed that the Federal Communications Com- 
mission decided to open both voice and record to everybody. 

Senator Pastore. To both companies, both to the Commission and 
the A.T. & T., in the national interest. What is so wrong with that? 

Mr. Krrxpatrick. That issue is before the Commission in a pendin 
or a related proceeding, if I may put it that way, in connection with 
the lease by the A.T. & T. to the military for alternate voice and—— 

Senator Pastore. You see, I subscribe to the argument you are mak- 
ing, because you make a fine argument. There is no question at all 
about it and I tell you frankly it is good for the country that we have 
people like you who take the position of national policy of preventing 
these monopolistic combines, but the point I am getting at now is 
this: I have read this record rather attentively and I got the impres- 
sion—I may be wrong on this—I got the impression that unless merger 
were permitted these three companies could not possibly do it on their 
own because it would involve too much money. 

Now, let us assume that is so. Not only that but it would mean if 
you were to promote competition among the three companies, the 
foreign countries where these cables finally land want an interest in the 
installation and naturally they are not going to triplicate it, there is no 
need of getting into it three times if they only have to do it once, 
which is more or less a hindrance in this being done by any one com- 
pany for the simple reason that all three would then have to do it 
and you could not get the three to do it because they could not find 
an agreeable party on the other side of the ocean. 

That is the argument that has been developed; is that correct ? 

Mr. Kir«parrick. I think so, sir, and I would like to insert a caveat 
there that we have questions whether the argument leads as far as you 
have stated, sir. 
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Senator Pastore. Well, now, this is the argument that they have 
developed and it would mean that rather than $200 million to build 
facilities on the part of one, you would have to spend a half billion 
dollars to build it on the part of each one of the three. 

Now, if this combine could be brought about to the extent that you 
would open up all of these facilities, both in the American Telephone 
& Telegraph and in this combine, why wouldn’t that give you the ele- 
ment of competition that you speak of, due to the fact that they are 
both supervised by governmental agencies as to service and rates? 
Why are you so apprehensive of the competition element which might 
be eliminated ? 

Mr. Kirxpatrick. Because we wonder, Senator, whether it is neces- 
sary to remove all competition to achieve what is necessary to be 
achieved? Why couldn’t the cable be built as a joint venture of some 
— That has been suggested in the FCC statement here as a pos- 
sibility. 

ieee Scorr. On that point, Mr. Chairman, I was just reading 
that. In your statement, Mr. Kirkpatrick, you say—excuse me, I was 
concentrating—I might not have been as courteous as I should have 
been in this to the chairman. May I interject at this time? 

Senator Pastore. Go ahead, absolutely. 

Senator Scorr. It reads: 

Although the cost of a transatlantic cable is high, it does not appear from 
this record that it cannot be financed in some fashion other than a total merger 
of the three competitors. 

It seems to me we ought to have a little better evidence than that. 
That ison page 9. Isn’t that rather an inference? 

In other words, do we know whether these three competitors could 
finance such a cable or not ? 

Is there any evidence from banking institutions that it would be 
supportable in the course of their business, for example. It is a 
conclusion and I wonder on what you base it. 

Mr. Kirkpatrick. Senator, it is a question rather than a conclusion. 
It is a question of whether there should not be before this committee 
some evidence in the record that cables cannot be financed in some 
fashion other than a total merger. 

Senator Pastors. Well, wouldn’t that be a subterfuge anyway? 
What would be the difference there? If you are going to get these 
three companies, who are at one another’s throats competitively 
speaking, to put in an equal number of dollars to set up still another 
organization, won’t each have the same interest as if you let the three 
merge and do the thing together ? 

‘ ae Scorr. The chairman has put it in much better words than 
could. 

Senator Pastorr. You say let the same three people set up a sepa- 
rate company and own it together; what is the difference ? 

Mr. Kirxeatrick. The difference, Senator, is this. The joint com- 
pany would not completely destroy all competition in all ways be- 
tween these companies. 

It would, of course, destroy competition to a limited extent. The 
three companies would be jointly operating one cable. 

Senator Pastore. Did you ever see the Esso Gasoline Co. raise 
oy gasoline by 1 cent that Shell did not, and Amoco and the rest 
of them ? 
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Mr. Krr«ratrick. It often happens, sir. 

Senator Pastore. Maybe I come from the wrong city. 

All right, sir. 

Mr. Kirxratrick. Considering the present financial position of the 
carriers and the tremendous available resources to their respective 
ee we do not feel that it is clear that the present companies will 

e unable to finance a program to improve their facilities to meet 
military and commercial requirements. 

In the past telegraph carriers have managed quite successfully to 
improve and expand their equipment and services. Although the cost 
of a transatlantic cable is high, it does not appear from this record 
that it cannot be financed in some fashion other than through a total 
merger of the three competitors. 

The second practical barrier to which the Commission refers is the 
unwillingness of the administrations at the foreign ends of the cable 
to authorize a landing without participation in the ownership of the 
cable, and their unwillingness to invest in duplicate or triplicate 
facilities. 

In those circumstances where the foreign entity does insist upon a 
single telegraph carrier as its partner, the Commission recognizes that 
the carriers might be authorized to provide such a facility jointly. 
However, the FCC suggests this— 
would in essence create the very merger which is the subject of the legislation 
under consideration without any of the safeguards for the public interest which 
are now embodied in the bill and the Commission’s suggested amendments. 

We do not believe that the authorization for a joint facility, where 
that might be made necessary because of policies of foreign adminis- 
trations, would amount to the merger which is the subject of this 
legislation. 

The joint facility, authorized and operated under appropriate con- 
ditions prescribed by the FCC to promote competition among the joint 
owners, would be quite different than the total merger made possible 
by this legislation. At a later point I should like to develop this 
thought in a little more detail. 

Another recent development, jet airmail service, is said to jeopar- 
dize the telegraph carriers’ revenues from letter telegrams. But ina 
recent proceeding, the FCC stated that while possibly there may be 
some impact from this form of competition: 

We recognize that with the advent of jet aircraft in commercial service, trans- 
oceanic airmail will be speeded still further. However, it does not appear to 
us that overnight airmail service between the United States and most overseas 
points will be so regular and reliable in the near future as to seriously endanger 
the revenues now realized by the carriers from the handling of letter traffic. 

The time required for pickup and delivery at airports remains the 
same despite the arrival of the jet age. While the use of jet airplanes 
may substantially reduce the actual flying time across the Atlantic, 
it would seem unlikely that this would reduce significantly the total 
time required for airmail delivery so as to cause any serious change in 
communication habits. 

Senator Pastore. I think the FCC would have been better off if they 
had left that argument out. 

Mr. Kirxpatrick. In summary, the argument advanced in support 
of this merger is basically that, despite the present healthy competi- 
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tive state of the industry, impending developments requiring broad- 
band facilities and increased use of airmail may so jeopardize the 
three carriers’ revenues that they will be unable to continue to op- 
erate at any profitable level and will accordingly be obliged to sur- 
render their entire business to A.T. & T. 


REASONS FOR OPPOSING MERGER 


The proposed legislation would, if a merger of the companies in 
the international telegraph field resulted, completely and irrevocably 
end all competition which now exists between these companies. In 
lieu of the industry which exists today, where three major companies 
appear to be effectively competing, we would have an industry with 
but one company and with no possibility of any competition whatso- 
ever within the international telegraph field. From the information 
so far developed, we think that the complete abandonment now of 
competition is at least premature. 

Senator Pastore. On this point, Mr. Kirkpatrick, as I read this 
this morning, the thing that puzzled me a little bit, the strong argu- 
ment you made in favor of competition was a good argument, but I 
couldn’t eradicate from my mind that this is a supervised industry 
as contrasted with an ordinary industry. This may be made com- 
parable to the telephone company or the electric light company in 
a community. Doesn’t the Government have supervision over the 
quality of service and the rates to be charged ? 

Mr. Kirkpatrick. Yes, sir. 

Senator Pasrore. Well, where is all of this competition? I know 
that you have three companies in the business of transmitting tele- 
grams over the ocean. But from the standpoint of competition, do 
you think there is real competition between these three companies? 

Mr. Kirkpatrick. According to the record, yes. I come to that 
on the next page. 

Senator Pasrorr. I am serious here. I understand that. I wish the 
people would not laugh because this is serious business. But when 
you have one public utility in a community, it is supervised. Their 
profits are controlled, their rate of return on investment is controlled. 
Their rates are controlled. They can’t increase their rates unless they 
get permission to do it. They can’t increase or diminish their services 
unless they get permission to do it. 

As I read it—correct me if I am wrong—that is precisely the situa- 
tion with each one of these companies. Each one is under Govern- 
ment competition. They can’t raise their rates, increase or decrease 
their services without permission of the Government. Where is all 
this elimination of competition if they are controlled by the Govern- 
ment ? 

Mr. Kirkpatrick. It seems to me there are several ways. Despite 
the regulation which you have pointed out does exist here, there are 
a number of ways in which competition can benefit the public interest. 

Senator Pastore. And you are going to come to that ? 

Mr. Kir«patrick. Yes, sir. 

Senator Pasrorr. I would be very much interested to read it. I 
don’t want to anticipate, but I will follow you very colsely. 

Mr. Kirxpatrick. Well, I will try, sir. 
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It is, of course, a long-accepted principle that reliance be placed 
to the extent possible upon competition to preserve and strengthen 
our free-enterprise system. Departure from reliance upon full and 
free competition to protect the public interest has been necessitated 
in certain industries. Nevertheless, even in regulated industries, 
“competition is a relevant factor in weighing the public interest.” 

We urge these considerations, not in the—using Justice Frankfurt- 
er’s words—“blunt, undiscriminating sense * * * of competition as 
an ultimate good,” but in the interest of maximum efficiency in our 
international communcations system. Rates in this industry are of 
course regulated. The existence of competition, however, would tend 
to discourage requests for increases in rates not really justified, and 
would assist in assuring that any rate or policy decision was reached 
only after full consideration of all relevant facts and alternatives. In 
this regard, it may be significant that only one rate increase has been 
found necessary since 1950 with respect to outbound international 
telegraph traffic. 

Competition also promotes improved service, technological advance, 
and increased efficiency. In the battle for customers, the carrier must 
remain responsive to customer satisfaction and continuingly con- 
scious of the public’s communication needs. A constant incentive is 
thus provided for maximum public service. 

These advantages of competition are not conjectural but are actual- 
ly at work in the industry today. The Commission has specifically 
commented, in this area, that— 
competition between direct radiotelegraph circuits has been an important factor 
in inducing carriers to improve their plant facilities and services, to introduce 


new services, and to institute rate reductions for service to the public. Thus, 
competition in direct radiotelegraph circuits generally has resulted in public 


benefits. 

The President’s Communication Policy Board in 1951 found from 
surveys that users of international telegraph facilities overwhelm- 
ingly opposed merger because they believed such a merger would re- 
sult in deterioration of service. This feeling was in part based on 
experiences with foreign carriers, most of which are monopolies, and 
indicated to the users that, without competition, carriers were very 
indifferent to customers’ reactions. 

The arguments for the merger do not purport to be more than pre- 
dictions of future trends and developments. These predictions are 
made by qualified persons and represent their best estimate of future 
developments. However, no one can be certain about what future 
developments in this field may be. 

Arguments advanced in support of earlier merger proposals illus- 
trate the danger inherent in predictions about technological develop- 
ments. In 1941, for example, merger was proposed on the following 
grounds: 


We think it is apparent radio is in the ascendancy and that airmail and tele- 
- phone are adding speed to the downward spiral of the cables.* * * It is true 
that the need for remedial measures is till nowhere near as urgent for the cable 
companies as for the smaller company in the domestic field. Nevertheless, there 
would seem reason enough to act now to insure the preservation of the cables. 
* * * In my judgment this can best be done by merging the cable companies 
with the international radiotelegraph carriers. 
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Obviously these predictions have not been borne out by events and 
today the new coaxial cables are said to be the major threat to the 
existence of any international telegraph company which does not 
possess such facilities. 

We, of course, are not technological experts. However, informa- 
tion before this committee indicates that new developments in radio 
are being actively pursued, and a representative of the Department of 
Defense has told you that a tropospheric scatter radio system could be 
constructed across the Atlantic, although at high cost. 

We understand that extensive work is being done with two kinds of 
scatter transmission, and we merely wish to raise the question before 
this committee whether there is a possibility that the development of 
these or other radio techniques might result in a shift in emphasis 
away from reliance upon cables. 

These uncertainties, we believe, compel consideration of possible 
alternatives which could meet the exigencies foreseen by the propo- 
nents of the bill, but which would at the same time preserve the com- 
petitive structure currently existing in the industry. A merger now 
would effectively eliminate all future competition within the field of 
international telegraphy regardless of what technology actually mate- 
rialized or regardless of the effect of that technology on the ability of 
independent companies to compete. Possible alternatives would, of 
course, require study and consideration by experts in the field, and no 
list of such alternatives can now pretend to be exhaustive. 

Recognizing that others may later suggest themselves or that some 
now apparently possible will prove ineffective, nonetheless we think 
it worthwhile to offer some for your consideration. 

One alternative could be that the Federal Communications Commis- 
sion would so exercise its existing powers, or those made available to 
it after necessary legislation, to provide that broadband cables be used 
in a manner to promote competition among existing carriers. 

For example, appropriate Commission regulation could assist, if not 
insure, independent operation by the telegraph carriers, using broad- 
band channels leased from A.T. & T. In this respect, it is significant 
to note that A.T. & T., by letter dated April 8, 1959, has already indi- 
cated its willingness to lease facilities over its transatlantic cable to 
the telegraph carriers. 

Another possibility to which we have already adverted is a joint 
venture, where necessary, as to particular cables. Courts have recog- 
nized that, due to economic exigencies, competitors may join in a 
particular phase of their operations and yet effectively compete in 
other areas. (See United States v. Terminal Railroad Association of 
St. Louis, 224 U.S. 383 (1912).) 

Applying his principle to the present situation, it might be more 
desirable to sanction, with appropriate safeguards by FCC, joint 
enterprises among the existing telegraph carriers which would enable 
them to secure adequate modern facilities by sharing expenses and 
enable them to meet any demonstrated reluctance on the part of 
foreign administrations to deal with more than one telegraph carrier. 

If such joint-enterprises to create the necessary facilities are indeed 
essential, in order as a practical matter to get. the facilities, at least 
the three carriers are left to compete in all other respects and in all 
other areas. Because of a need to lay a submarine cable to any one 
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area, it seems unfortunate to eliminate for all time competition be- 
tween these three companies throughout the world. We do stress, 
however, that any joint venture should be scrutinized carefully to 
insure that it will indeed work in the public interest. 

In this connection, the recent Bethlehem Steel merger case is help- 
ful. Bethlehem and Youngstown urged that merger was necessary 
to make economically possible a needed expansion of steel capacity in 
the Chicago area. Judge Weinfeld examined the history and current 
financial structure of each company and remarked : 

The defendants’ apprehensions, which, of course, involve matters of business 
judgment and, in a sense, matters of preference, are not persuasive in the light 
of their prior activities and history, their financial resources, their growth and 
demonstrated capacity through the years to meet the challenge of a constantly 
growing economy. 

Moreover, he concluded that, however necessary joint action in that 
area might be, it could not justify the complete elimination of com- 
petition between the two companies in other areas that would flow 
from the merger. 

Even though companies use the same transmission facilities, either 
jointly owned or leased, a significant amount of competition among 
them is still possible. ‘This is illustrated for example, by the rapid 
growth of Western Union’s domestic data-processing business. 

Using lines leased from A.T, & T. Western Union has competed 
directly with that company in providing modern types of private- 
line service; Western Union’s improved financial condition in recent 
years is in part attributable to its success in this field. 

O'her possible alternatives could no doubt be suggested, some per- 
haps modeled on experience wi'h various kinds of incentives which 
have been provided in the past to induce the- building of needed 
facilities or the providing of desired services. We do not, however, 
want to do more at this time than to point out that various alterna- 
tives ‘o total merger do appear to exist. 

I would like to raise for the committee’s consideration two related 
questions. One is whether cables in addition to those now planned 
are needed or would have a sound economic base. The second ques- 
tion is whether enactment of this legislation would lead to the build- 
ing of new facilities and the furnishing of more modern service, 

As to the first question, the committee has been told that according 
to present plans A.T. & T. will have cables with about 200 voice chan- 
nels, or 20 times that number of telegraph channels, in operation by 
the early 1960’s. In addition, the British and Canadians are install- 
ing a cable, physically capable of being interconnected with the US. 
svs‘em, which will provide 60 additional channels. 

* Thus, by the early 1960’s there will be, according to present plan- 
ning, 260 voice channels available, compared with the 36 voice chan- 
nels provided by the coaxial cable installed by A.T. & T. in 1956. 
It does not seem to be clear, from the record before this committee, 
that this remarkably rapid expansion of modern cable facilities will 
be inadequate to handle presently foreseen needs. ye 

Although the merger proposal appears to derive much of its justi- 
fication from military requirements, a Department of Defense repre- 
sentative testified before this committee that— 
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We have been assured that the bulk of our now foreseen requirements through 
the 1962 time period ‘can be met by leasing channels from the commercial com- 
panies. 

As to the second question, the proposed legislation merely permits 
merger. There is nothing presently in the record to indicate whether 
merger would in fact follow enabling legislation, and, more impor- 
tant, no suggestion has been given as to what course any merged com- 
pany would take in order that the difficulties which have been forecast 
for the industry may be avoided. 

Would a merged company in fact take the risks involved in laying 
new cables over and-beyond the expansion now indicated? Or would 
it merely seek to lease cables from A.T, & T. or the British and Cana- 
dian companies? The Defense Department has said that the— 
provision of adequate facilities requires an aggressive research and develop- 
ment program and the economic health to permit the industry to capitalize on 
new developments in modernizing its facilities and techniques. 

Experience under the antitrust laws has shown that competition 
rather than monopoly is normally the spur to new developments and 
better public service. We have no assurances that a merger here would 
produce different results. 

Senator Cast. Mr. Chairman, may I interrupt there? This, I 
think, is a very important point: the effect of the proposed legislation 
on the research and development and the extension of the art. You 
have made quite a broad statement when you say that experience under 
the antitrust laws has shown that competition rather than monopoly 
is the spur to improvements and better public services. I wonder if 
you could expand that a bit. I am thinking, for instance, of the com- 
parison between the monopoly in the field of telephony and the de- 
velopment there which by the telephone company, seems to be out of 
proportion to anything done in the field of telegraphy. 

I wonder whether the development has been because of the resources 
available or because the policy of the country has made that possible. 

We are talking here about the use of coaxial cable not developed by 
a telegraph company, but by a company with a monopoly. This seems 
to me to be an important point, and I wish you would deal with it. 

Mr. Kirxparrick. Well, Senator, the point which I was trying to 
make is, in general—and I am not referring to this industry in the 
sense of the telephone company, but in general I believe—— 

Senator Casr. But this is a particular area. this field of communi- 
cations. It isn’t selling a soap; it isn’t doing a lot of things, and I, like 
the chairman, have a very strong bent toward the antitrust laws as 
you do, but I wonder whether in this field, or fields analagous to it, 
you could substantiate your general statement ? 

Mr. Kirxpatrick. I was thinking of the merger which was author- 
ized in the domestic telegraph industry and whether the services pro- 
vided there were improved at least for quite a while after that merger 
was authorized. I was thinking whether those services were found 
by the regulatory body to be as adequate as had been hoped? I 
think that is certainly an example where monopoly permitted in that 
industry did not give the services which were hoped for from the 
monopoly. 

_ Senator Casr. Well, I don’t argue for a moment that monopoly 
itself is a beneficent thing. Take the railroads. If the railroads had 
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spent a quarter or a tenth of the money the telephone company spent 
in improving—instead of going downhill—we would perhaps be in 
another era of transportation. But please go ahead. 

Senator Pastore. Before you do, you raise a very interesting point 
here that I think needs further explanation. You were interpreting 
at the bottom of page 19 the vagueness of the legislation as such, and 
the authority to carry out its mandate once this law is passed. You 
say here as to the second question: 

The proposed legislation merely permits merger. There is nothing presently 
in the record to indicate whether merger will in fact follow. 

Now, did I understand you to say, Mr. Kirkpatrick, that there is 
nothing in the law—no teeth in the law—which would give authority 
to the Commission to follow this up upon the assumption that some- 
thing will be done ? 

Mr. Kirxratrick. No, the point I meant was the bill does not 
compel merger. 

Senator Pastore. I quite agree with that. I think that is a good 
thing. If it is going to happen at all, that is the way it ought to be, 
because once you pass a law that willy-nilly these people can go off 
and do what they please, then you have to pass another law to stop 
it or correct it, but if you gave this to the FCC to guide them on cer- 
tain conditions, on certain agreements and understandings, isn’t that 
the proper way to do it ? 

Mr. Kirgrartrick. I think it is. 

Senator Pastore. If it is going to be done at all. 

Mr. Kirxrarrick. [f there is going to be a law, it certainly should 
be a permissive law. 

Senator Pastore. Well, now, don’t you think there is enough sub- 
stance in the law to the effect that these people would be compelled 
to carry out their agreements with the FCC on which the application 
was granted ? 

Mr. Kirxratrick. If the application were made, and were granted 
by the FCC. 

Senator Pastore. Well, you are saying here there is no assurance 
that the cable would ever be laid. You say they might end up by 
borrowing it from the British, or leasing it from the A. T. & T. They 
qoulan'’t do that in violation of an agreement with the FCC, could 
they ? 

Mr. Kirkpatrick. I don’t know of any comment or suggestion 
by the FCC that building a cable would be a requirement of theirs 
to approve—— 

Senator Pastore. But they could set that condition ? 

Mr. Kirxparrick. I suppose they could. 

Senator Pastore. I tell you very frankly, unless they were going 
to build a new cable here to carry out this function, I don’t know why 
we have to bother with this law at all. It was my understanding from 
the beginning, and we are going to develop that later on, of course, 
when the representatives of the company come here to testify. 

I was under the impression that this was going to expand this whole 
field, to the betterment of better service on the part of the American 
people and the people who use these facilities—facilities that ordi- 
narily would not be built unless this were permitted. I am not saying 
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that is my endorsement of the bill. I am merely saying that is the 
argument that is being advanced, as I understand it, and that is the 
point that will have to be proved here: that this is for the benefit 
of the users of the system and this is in the national interest, at any 
rate, to do so. Unless that can be proved, I don’t think that this bill 
would have a prayer of a chance of ever passing. 

Mr. Kirxpatricsk. Senator, I think that is exactly the point I was 
trying to raise here—the bill, the permissive bill which establishes 
the criteria it does, and the record that has so far been submitted, 
we do not believe shows that there is going to be anything built. 

Senator Pastore. No, but the only question that I was raising here, 
that you do admit that the FCC would have the authority under the 
law to insist that if the license or the application were granted, that 
that agreement would have to be carred out and if it weren’t carried 
out— 

Mr. Kirxrarrick. If that were a condition of the approval of the 
thing, yes. 

Senator Pastore. I hope we are not that helpless. It would be a 
sad day for this country. 

Mr. Kirxratricx. If I may include, then, Senator. 

Senator Pastore. Yes. 

Mr. Kirxratrick. Several agencies in this field have given the pro- 
posed legislation their strong support. They recognize the desirability 
of competing companies, but in their judgment they regard future 
developments as compelling the carriers to merge in order to be in 
a position to render the kind of communication service which would 
be demanded. We recognize the force of these arguments, and par- 
ticularly the argument that if merger is essential it should be planned 
and initiated in advance rather than when events have proved the 
correctness of these predictions and have forced the competing tele- 
graph carriers into a state approaching bankruptcy. 

Of course, if monopoly were essential in this field to achieve the 
services required by the military, or if monopoly were essential to 

revent the economic collapse of the three major carriers now in the 
Seen, the Department’s position might be different. 

However, on the present record we do not see that the possible 
future trends and developments in the industry justify the drastic 
step which this bill would sanction. We are thus constrained to oppose 
this legislation. We think that competition existing today in this 
field should not be irrevocably stilled because of predictions of future 
events. 

We think this is especially true when there may well exist possibili- 
ties, short of an industrywide merger, which have not been shown to 
be inadequate to meet the challenge of technical advance. Accord- 
ingly, we believe that the legislation should not be enacted. 

Senator Pastore. I want to congratulate you for an excellent state- 
ment. If it does anything at all, it will serve to sharpen our thinking 
and bring about the answers to many questions that lie in our minds. 
Senator Yarborough. 

Senator YarsoroucH. No questions at this time. 

Senator Pasrorr. Senator Case. 

Senator Case. No questions, Mr. Chairman, except that I should 
like to join you in this, your commendation of this statement. I 
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think you are right that it has raised the questions we should consider 
and the answers we should seek. 

Senator Pastore. Senator Engle. 

Senator Enaue. No questions. 

Senator YarsoroucH. I would like to add my thanks to the wit- 
ness to that which has already been stated by the acting chairman 
and Senator Case. I have not been able to attend all of the hearings, 
and there are many questions that need be raised, and I think that it 
is a matter of importance to have these questions answered. 

Senator Pastore. Thank you for being a watchdog in guiding our 
thinking. 

Mr. Kirxratricx. Thank you, Mr. Chairman. 

Senator Pastore. Mr. Bertram Tower, president, American Cable 
& Radio Corp. 

All right, Mr. Tower. 


STATEMENT OF BERTRAM B. TOWER, PRESIDENT, AMERICAN 
CABLE & RADIO CORP., ACCOMPANIED BY FORREST HENDERSON, 
EXECUTIVE VICE PRESIDENT ; JACK BUTTERWORTH, VICE PRESI- 
DENT AND CHIEF ENGINEER; AND JOHN HARTMAN, GENERAL 
COUNSEL, AMERICAN CABLE & RADIO CORP. 


Mr. Tower. First, Mr. Chairman, I would like to introduce the 
enn sitting at the table with me. On my right is Mr. Forest 

enderson, executive vice president of the company, and, on his right, 
Mr. Jack Butterworth, vice president and chief engineer, and, on my 
left, Mr. John Hartman, our general counsel. I am president and a 
director of American Cable & Radio Corp. and its subsidiaries, with 
offices at 67 Broad Street in New York City. 

Our companies operate as a unit, and are one of the major factors 
in the international] telegraph field. Thank you for this opportunity 
to appear before your committee and to present the views of my com- 
pany on the proposed permissive international telegraph merger leg- 
islation you are now considering. 

We urge your committee to consider favorably the enactment of 
the legislation before you, which would permit a merger of two or 
more of the American international telegraph companies, subject to 
the approval of the Federal Communications Commission, in accord- 
ance with the statutory standards you establish. 

In taking this position I wish to make it very clear that we are not 
favoring a communications monopoly and do not consider this to be in 
any sense a monopoly bill. To the erry the bill would permit 
international telegraph carriers to combine their assets and potentials 
in order that they may continue to compete effectively against tele- 

hone, airmail, and foreign telecommunications competitors in the 
uture. We are satisfied that failure to enact such legislation will 
result in the international telegraph industry ceasing to be a real com- 
petitor in the international communications field. 

First, I should like to portray briefly the competitive situation we 
now have. The A.C. & R. companies compete for telegraph traffic, 
between the United States mainland and overseas points, with six 
other American international telegraph carriers, one foreign tele- 
graph cable carrier, the international telephone operations of the 
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American Telephone & Telegraph Co., and the international airmail 
system of the U.S. Post Office. 

A further important competitive source of telegraph traffic is in our 
operation in foreign countries. Thus, for example, in our operations 
in Latin America and Europe we compete for traffic not only against 
other U.S. carriers operating in those areas, but against French, 
British, Danish, and Italian cable carriers, and ratio circuits owned 
and operated at the respective terminals by foreign government ad- 
ministrations or companies. 

The Department of Justice has suggested that to give the FCC 
power to approve a combination of international telegraph carriers 
would be an exception to the national policy. To the contrary, we 
must submit that the proposed legislation would bring our industry 
into line with the national policy in the public utilities field. 

As early as 1921, Congress authorized consolidations and mergers 
of telephone companies, subject to approval of such mergers by the 
Interstate Commerce Commission, and has since carried forward that 
authority in the Communications Act. 

In 1943, Congress authorized merger of the domestic telegraph 
carriers. Congress created a monopoly of the mails many years ago. 
In the transportation field, which is the responsibility of this com- 
mittee, Congress has not only permitted but encouraged mergers 
among the rail carriers, and mergers are permitted among the motor 
carriers, water carriers, and air carriers. 

As a matter of fact, we know of no instances in the public utilit 
fields under regulation other than international telegraph in which 
mergers are forbidden if approved by the appropriate regulatory 
agency. There is no national policy against authorizing a regulatory 
agency to approve mergers which it finds to be in the public interest 
within any regulated public utility field. 

In fact, the American international telegraph carriers comprise 
virtually the only segment of the communications industry throughout 
the world in which the individual competitors are forbidden by law to 
combine in order to strengthen themselves against competition of 
other media and foreign competition. 

The same basic principles which justify a permissive merger policy 
in the telephone, domestic telegraph, transportation, and other pub- 
lic utility fields apply equally to the international telegraph industry. 
Your committee does not desire from us, I am sure, a recitation of 
the traditional arguments with which we are all familiar as to the 
gains to be realized through mergers. 

Economies and increased efficiencies in various forms can, of course, 
be realized, and we shall be pleased to discuss them, if you so desire. 

ere are even more important reasons, however, which support, and 
in fact require, the enactment of legislation to permit international 
telegraph companies to merge. 

The first such reason is that communications policies and develop- 
ments abroad preclude continuation of the genuinely competitive rec- 
ord in the communications industry we have had in past years in 
this country. The American telegraph companies depend for their 
operations between the United States and foreign points, as well as 
throughout the world generally, not only upon licenses granted by 
the U.S. Government but upon concessions or licenses granted by 
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foreign governments or contracts entered into with foreign companies 
or governments. Whereas domestic operations depend solely upon 
U.S. law, our international operations are also directly affected by 
foreign law, license, and policy. 

The Americna companies were in the forefront of the development 
of international telecommunications, and in the early days of inter- 
national telegraphy had little difficulty in securing necessary operating 
concessions and contracts abroad. In recent years, however, we have 
experienced a strong and rapid trend abroad away from competitive 
private enterprise in communications toward nationalization and 
monopoly. 

As a result, the communications business is now a government owned 
or sponsored monopoly in virtually every country of Europe, Africa, 
and Asia, and is moving in the same direction in Latin America. 

The practical result of all of this is that throughout the world we 
have the anomalous situation of two or three or more American tele- 
graph carriers aeeeieny into, operating with, and depending upon 
a single foreign monopoly in each foreign country. The American 
companies cannot operate in or with such countries except by grace 
of the foreign government or the monopoly company at the other end. 
That means that, although we compete at this end for the customer’s 
favor, at the foreign exid we must seek the favor of the foreign mo- 
nopoly, and, of course, the service overall can be no better than that 
afforded by the foreign connection. It means, also, that the foreign 
monopoly retains all of the telegraph revenues available, whereas the 
American telegraph revenues for the same services must be divided 
among a number of American competitors. 

This situation gives the foreign monopoly a distinct advantage and 
places the American telegraph carriers at a disadvantage in their 
negotiations abroad. Let me give you some examples. 

In the cable field, the American competitors have found it increas- 
ingly difficult to maintain their concessionary positions abroad. In 
the Pacific, the only American telegraph cable carrier was forced to 
cease operations largely because of its inability after World War II 
to renew its former rights to conduct competitive operations in the 
Orient. The British Government, after negotiations at both diplo- 
matic and company levels, agreed to renew the cable concessions of 
Western Union and Commercial Cable to continue competitive op- 
erations in England, but imposed limitations preventing these two 
American competitors from modernizing and expanding their facili- 
ties and services in England to the degree necessary to meet new re- 
quirements. For example, our new licenses do not authorize band- 
width sufficient to handle facsimile or digital data transmission such 
as is required now by our military and will be demanded for commer- 
cial use soon as well. The British Government admittedly does not 
intend to permit the American telegraph companies to lay new coaxial 
cable facilities in order to compete with its own system. 

It objects also to being a partner in the creation of such new facili- 
ties if that means duplicating facilities in order to connect with more 
than one American telegraph company. 

Senator Pastore. Well, now, if that is the case, I ask this question: 
If you are at the mercy of a foreign government in order to remain 
in business and do business prudently, what difference does it make 
whether you merge or you do not? 
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Mr. Tower. Well, I believe this, Mr. Chairman: The British Gov- 
ernment would agree to meet a combined carrier with these modern 
coaxial cable facilities. 

Senator Pastors. Why ? 

Mr. Tower. As long as the U.S. policy is to maintain a difference 
as to voice and record, then we must have an outlet to the United 
Kingdom through a modern cable, and I am sure that through negotia- 
tions by a single entity the British would agree to meet us. 

Senator Pasrorr. I may be wrong about it, but I thought you were 
going to develop the idea that as long as you have three companies 
in one country they can play one against the other and in their nego- 
tiations get the desired objective. 

Mr. Tower. Well, I—— 

Senator Pasrore. You kind of threw me off a little bit by saying at 
any rate it does not make too much difference, because you are at the 
mercy of foreign governments anyway, as to meeting their condi- 
tions, and the question I am asking you is—— 

Mr. Tower. Well, we would be in a much stronger position to be 
able to negotiate with them through strength rather than as many 
companies. 

Senator Pastore. Thank you. 

Senator Casr. Mr. Chairman, may I ask there is that because they 
would not be able to make as favorable agreement with one company 
from the point of view of division of revenues or from the point of 
view of kind of service, or what? Would you just explain that a 
little bit ? 

Mr. Tower. I think at the present time the monopoly at the other 
end has rather the upper hand in establishing a division of tolls more 
favorable to itself than as to the carriers in the United States, I 
will develop that very briefly in the next part. 

Senator Pastors. Well, the reason I ask the question, I would like 
to get this clear in my own mind, because that does lead to some vague- 
ness, You said the British Government admittedly does not intend 
to permit the American telegraph companies to lay new coaxial cable 
macilities in order to compete with its own system. What does that 
means? 

Mr. Tower. It means the British Government would not permit 
a coaxial cable at the present time to be laid and landed on its own 
shore by a competitor of it; in other words, American Cable & Radio 
or Western Union. However, it would, in our opinion, agree to meet 
a merged operation on some sort of a partnership or other arrange- 
ment for laying the coaxial cable to its shores. 

Senator Pastore. Well, could you elaborate on that a little fur- 
ther? In other words, if your company on its own desired to lay a 
coaxial cable in Great Britain, you think that they would revise 
that but if you joined with two other companies they would not; is 
that what you are actually saying ? 

Mr. Tower. At the present time we do operate in England now— 
we, the American Cable & Radio Co., and Western Union, also. 

Senator Casre. Not with a coaxial cable. 

Mr. Tower. Not with a coaxial cable. 

Senator Pastore. And you think if you were to lay one they would 
revise it. 
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Mr. Tower. They have resisted any renewal of our license which 
would permit our laying of a modern coaxial cable. 

Senator Pastore. And what is the argument that they give you 
on that? What is the reason that they give you for this objection? 

Mr. Tower. They wish and desire to work with a single entity. 
That is their policy. That isthe policy of other companies with whom 
we do have some connections. It is their desire to work with a single 
entity. 

Senator Pasrore. Let me understand this correctly. Do these three 
companies land in England at the present time that are, indeed, in- 
tended to merge? 

Mr. Tower. The Western Union and the Commercial Cable Co, 
have cables that land and we operate within England. 

The radio companies operate with the British entity at the other 
end, the British operating the other end of a radiotelegraph circuit. 

Senator Pastore. And are you saying that your company could not 
land on its own a coaxial cable in England unless it merged with the 
other company ? 

Mr. Tower. That is correct. The British do not—if they would 
agree to meet us with a coaxial cable, then they would have no reason 
to oppose the Western Union also laying a coaxial cable, and they 
believe that it is uneconomical. They do not want to have that dupli- 
cation of facilities. 

Senator Pastore. In other words, are you making the flat state- 
ment that unless there is some kind of cooperative effort here on thé 
part of these companies you cannot land a coaxial cable in England? 

Mr. Tower. That is right; there is no question about it. 

Senator Pastore. There is no question about it; whether you do it 
by way of merger or by joint enterprise, you have to get together 
before England would recognize you. 

Mr. Tower. That is right. 

Senator Pastors. Hither that or you do without. 

Mr. Tower. Either that or we do without, and we need the cable. 

Senator Case. Mr. Chairman, may I just press this point to one 
further degree? ; 

Can you tell us what is the basis for your belief that, if you do 
merge or have some joint arrangement involving the use of one instru- 
ment, you would then be able to get the British agreement to land 
and run a coaxial cable within Britain ? ; 

Mr. Tower. I can only say that the British are vitally interested 
in their telegraph communication system, as we are, and they would 
want to work with a merged carrier. 

Senator Case. They would not be working with you, though, in 
that instance. This would be entirely ‘had operation, would it not? 

Mr. Tower. No; this would probably be a partnership arrangement. 
The British would own their own end, or 50 percent of the cable, and 
the merged carrier would own—— 

Senator Cass. Well, that is different from your present arrange- 
ment and Western Union’s present arrangement. 

Mr. Tower. It is different from our present arrangement. It is the 
same as the arrangement which now exists between the A.T. & T. and 
the British involving telephone cable. 

The British own 50 percent of that. 
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Senator Case. Well, this is a very interesting point. If there should 
be a further evidence that this is true, it would be very helpful, 
I think. 

Mr. Tower. Yes; I will develop something more along that line, 
Senator. The French Government recently refused to permit con- 
tinued competitive operations by the American 

Senator Pastore. Before you go a step further, Mr. Witness, in 
England is it a monopoly ? 

Mr. Tower. In England the Government operations are one entity, 
telephone and telegraph. 

Senator Pastore. Is it Government owned ? 

Mr. Tower. Yes. 

Senator Pastore. I see. 

Mr. Tower. The French Government recently refused to permit 
continued competitive operations by the American cable carriers in 
France and, as of September 1, 1958, those carriers were forced to 
cease such operations. They must now handle traffic as connecting 
carriers with the French Government as do the American radiotele- 
graph carriers, so that there are now five American routes chan- 
neling into the single French operator, 

An interesting part of this story is that when the question of nego- 
tiations arose to provide for future handling of French traffic by the 
American cable carriers our Government requested that the negotia- 
tions be conducted jointly between the two American carriers and the 
French Government. The French Government refused, and insisted 
upon negotiating with the American carriers separately. One result 
was that, despite the fact that the American cable carriers own and 
maintain the entire cable system between the United States and 
France, whereas the radio carriers provide only half the necessary 
equipment, the tolls collected are now divided so that when handled by 
cable only 55 percent goes to the American cable carriers and 45 
percent to the French as against a 50-50 division when handled by 
radio. 

Still other examples can be found in the radio field. In many in- 
stances foreign governments will not agree to competitive radiotele- 
graph circuits with the United States. Still other governments, al- 
though now permitting such competition, are threatening to prohibit 
or restrict it in the future and to prevent its extension to the modern 
forms and classes of telegraph service. 

The FCC cited instances in which such modern services as interna- 
tional telex have not yet been inaugurated because the foreign gov- 
ernments concerned did not wish to choose between two or more com- 
petitive American carriers. 

There are other instances in which the foreign governments have 
inaugurated such operations with one American carrier but refuse to 
do so with a competitor. 

No matter how determined the efforts are to maintain the existing 
competitive situation in the United States, the world communica- 
tions picture is such as to preclude true competition within the interna- 
tional telegraph field. We must open our eyes to the fact that our 
policies can be applied at only one end of an international telegraph 
circuit. If we wish to successfully maintain our competitive world 
position, we need an American international telegraph system which 
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can deal effectively with a foreign monopoly on a basis of equality, 
and can have the unqualified support of our Government. 

The Department of State has supported the merger legislation be- 
fore you, but has expressed concern that merger of our oversea tele- 
communications companies— 
might impede the Department’s efforts to encourage the free enterprise system 
among the free-world nations. 

Such concern expressed in this connection is difficult for us to under- 
stand since, in fact, the proposed legislation represents no departure 
from the free enterprise system. To the best of our knowledge, no 
such efforts have ever been made by the Department in our field to 
oppose the nationalization of privately owned communications com- 
panies in the free-world nations. In any case, the Department has 
not been successful in protecting and preserving the competitive posi- 
tions of the American telegraph carriers abroad. Monopolies abroad 
do not have the governmental or competitive problems we must face, 
since their diplomatic, regulatory, and operational aims are one and 
the same thing. 

American telegraph carriers, however, who seek assistance from our 
Government or, conversely, prefer a free hand in their negotiations 
abroad, find that frequently neither support nor freedom is available 
because of the competitive implications involved. 

From the standpoint of support, our Government will not advance 
the cause of one American competitor which would adversely affect 
the interests of others. From the standpoint of bargaining freedom, 
our Government, if it can be avoided, will not permit one American 
company to negotiate to its competitive advantage over others. Here 
again the result is simply that the American telegraph carriers find 
themselves at a distinct disadvantage in their dealings abroad. 

The second basic problem in maintaining existing competition in 
the internationa) telegraph field is that the American telegraph car- 
riers must not only compete against each other and against monopoly 
in most other countries of the world, but at the same time compete 
against a single American international telephone company and a 
subsidized Government airmail system. Our post office certainly has 
no competition for airmail revenue. Similarly, A.T. & T. has no 
competition for international telephone revenue. 

In this connection I should like to quote briefily from the annual 
report for 1958 of A.T. & T. which states in part: 

A third fundamental is that the types of equipment employed must be con- 
stantly changing and improving. We could not offer the services people expect 
today at attractive prices if we were limited to the apparatus and methods of 
a dozen years ago. Nor shall we be able to satisfy the needs of the coming gen- 
eration if we stick to the tools of today. So we must keep probing for new 
knowledge. We must develop new arts and work out the ways to apply them. 


We must bring about a continuous evolution of the telephone system and con- 
stantly endow it with new capabilities. 


The report comments also that— 


as we continue to grow, we shall need more and more physical plant and large 
additional amounts of capital. 

As of the end of 1958, the A.T. & T. had net plant of $1,236 million 
and during the year had obtained $1,377 million of new capital. On 
the other hand, table K of the FCC presentation in this hearing shows 
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that the largest net plant among the international telegraph carriers 
was about $28 million. During 1958, A.T. & T. had net operating 
revenues of over $181 million as against the highest net operating 
revenue for an international telegraph carrier of $5 million. 

These figures are not cited for the purpose of comparing the overall 
operaitons of A.T. & T. with the limited international operations of 
any international telegraph carrier, but rather to point up the re- 
sources available to the international telephone carrier for obtaining 
capital, conducting research and development, and creating new, ex- 
pensive plant. 

In order to remain a strong competitive element in the communica- 
tions field, the telegraph industry also must have the financial ability 
and stability to maintain a sound rate structure, to obtain capital for 
growth, to devote adequate revenues to research and development, and 
to build for the future. 

Although the major international telegraph carriers are at the 
present time operating profitably, the statistics which the FCC has 
presented and the history over the past 30 years demonstrate clearly 
the instability which has been experienced in the international tele- 
graph industry. This financial experience and the division of tele- 
graph revenues among so many competitive carriers have not per- 
mitted the telegraph industry to keep up with the times or the tech- 
nical developments of its telephone competitor. 

In addition, the international telegraph carriers are faced with an 
increasingly important competitor in airmail. With the coming of the 
jet age and the resulting reduction in carrying time, as well as im- 
proved and mechanized handling by the post offices in various coun- 
tries, our postal competitor is making inroads into the slower classes 
of telegraph service which are important revenue producers for the 
international telegraph companies. . 

The Department of Justice has expressed doubt that there is any 
serious danger in the near future of encroachment from the airmail 
service on the cable and radiotelegraph business, 

We must respectfully suggest that such doubt results from lack of 
knowledge of the facts. Under international telegraph regulations, 
an oversea letter telegram is delivered the day following its filing by 
the sender. This form of telegraphic use produced 37 percent of the 
total message revenues of the American telegraph carriers in 1958. As 
long as airmail oversea handling required 3 or 4 days, its competition 
was not viewed with alarm. Today, however, overnight airmail 
service between New York and London is common. The air carriers 
now schedule a 614 hour flight from New York to London and less 
than 9 hours in the reverse direction. We know that this improving 
situation in airmail is causing diversions from the telegraph business. 
Our customers make no secret of the fact that they are handling by 
low-rate, Government-subsidized airmail correspondence which here- 
‘tofore they handled by letter telegram. 

The third and most critical problem is the fact that because of the 
unfavorable competitive position of the American international tele- 
graph carriers they are unable individually to raise the capital neces- 
sary to create the facilities which are required to keep up with 
technological advances and the demands of customers for direct cus- 
tomer-to-customer services such as TWX, telex, leased lines, private 
wire, facsimile, and integrated data processing. 
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The Government witnesses who know the international telecom- 
munications field recognize the vast changes through which our in- 
dustry must go if it is to survive. The Department of Commerce has 
stated the problem involved clearly in its 1958 yearend report, as 
follows: 

Factors hindering the long-range economic development of the U.S. inter- 
national telegraph industry are rising operating costs and a lack of capital to 
expand and modernize plant and equipment to the extent necessary to meet 
growing competition Each company must incur considerable expense in foreign 
negotiations and in legal and administrative proceedings in order to protect its 
relative competitive position. In the face of growing nationalism in all areas of 
the world and the fact that telecommuncations systems in most countries are 
monopolies, American international telegraph carriers are finding it increasingly 
difficult to compete effectively on an individual basis. 

The greatest immediate threat to the economic well-being of the industry is 
posed by the modern deep-sea voice-frequency cable, with its reliability and 
broadband capacity for both telephonic and telegraphic use. 

In addition to the submarine cables put into service and under construction by 
American telephone interests, Great Britain has announced plans for its own 
worldwide coaxial cable system and has already started construction on the 
link between England and Canada. This type of broadband cable represents the 
best hope of providing the stability and capacity needed by the American inter- 
national telegraph industry to maintain its competitive world position in the 
telecommunications field. However, the companies do not individually have the 
necessary financial resources required for such costly plant and equipment 
outlays. 

The telegraph business started as a record service by means of 
messenger pickup and delivery. 

1 Senator Casz. Mr. Chairman, what is the meaning of record serv- 
ice ? 

Mr. Tower. It is a telegraph service, record service; that is, written 
telegraph service. 

Senator Casz. I see, as opposed to telephone. 

Mr. Tower. As opposed to voice. Record, you look at; voice, you 
hear. 

Senator Case. Thank you very much. 

Mr. Tower. Today, with respect to the large bulk of business traf- 
fic, teleprinter and telephone have largely replaced the messenger. 
Now we are entering into the new era of direct customer-to-customer 
services, particularly for the large customers, including our Govern- 
ment, to whom we must look for much of our revenue. The FCC 
presentation provided the facts and emphasized the importance of the 
new types of telegraph service to the future health of the international 
telegraph carriers. 

Within the United States and within the countries of Europe 
such services are already well developed. You have seen in the 
papers frequently reports of new large networks of our Govern- 
ment and large business organizations which have been developed 
in the United States by A. T. & T. and Western Union. 

The Western Union annual report for 1958 points out that its pri- 
vate wire and facsimile leased services increased by 12 percent over 
1957 and now contribute nearly 18 percent of that company’s total 
revenue as compared with only 3 percent 10 years ago. 

These new services between the United States and other countries are 
in their infancy, although they already provide the difference be- 
tween a profit and loss position for the international telegraph in- 
dustry. There is, of course, continued need for the older methods 
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to meet the requirements of the occassional users, but our Gov- 
ernment and our large users are demanding—can and will obtain— 
the new services. If the international telegraph carriers cannot pro- 
vide them, our telephone and foreign competitors will. They have, 
in operation or under construction, the capacity to do so. 

The international telegraph carriers have not been asleep. All of 
us, to the degree possible, are developing the new services and increas- 
ing our capacity by means of multiplexing radio circuits and repeat- 
ing the existing old cables. 

However, we need more channels and greater bandwidth than can 
be obtained through existing facilities, in order that we may handle 
not only the increasing demand of customers for private-wire usage 
but also the newer record services such as facsimile and digital data 
transmission. 

The Department of Defense witness has told you that with the 
introduction of automated systems— 
our dependence for the future upon the old-fashionel, if you may use the word, 
teletype means of communication is going to become less and less. We will have 
less of it. It will be replaced. 

Such new services will be required for commercial purposes as well, 
and are already in operation for commercial users in the United States. 
The capacity needed is not available to the international telegraph 
carriers, nor can it be made available through the resources of the 
telegraph carriers acting individually. Existing telegraph cables are 
old and have very limited capacity. Radio, with its atmospheric prob- 
lems and frequency limitations, does not provide either the stability 
or the capacity needed. 

Senator Pastorr. Mr. Tower, we have a session this afternoon. 
We will have to stop at 12 o’clock. It is a few minutes before 12 
o'clock. I thought this might be a good place to stop. We will 
resume at 2 p.m. 

(At 11:59 a.m., the committee recessed until 2 p.m.) 


AFTERNOON SESSION 


Senator Pastore. Sorry to keep you gentlemen waiting, but these 
are busy times. 

All right, we were on page 11. . ‘ 

Mr. Tower. Yes, Mr. Chairman; at the recess we were discussing 
the inadequacy of the existing facilities of the international telegraph 
companies, talking about the existing cables being old and having 
limited capacity and commenting upon the problems in radio. 

There have been interesting and unusual experiments in the radio 
field, such as relaying or reflecting by way of satellites, meteors, and 
the moon, and, conversely, creating interference by such develop- 
ments as the Argus, Teak, and Orange tests. However, developments 
in the use of radio have not reached a stage which permits relying 
upon them for the stability required to maintain continuous circuits 
of the capacity needed. There are problems with respect to atmos- 
pheric disturbances, jamming, and frequency limitations to which 
there are as yet no answers. 

In addition, it must not be forgotten, as the FCC has pointed out, 
that it is no longer possible to conduct a modern international radio 
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service with a small investment. All of the new developments and 
their application to actual service, even with their limitations, are 
very expensive and require far greater plant and capital than has been 
true in the past. 

Broadband coaxial cables, which do provide the stability and 
capacity needed now by the international telegraph carriers to meet 
the changes in the art, are far too expensive for the individual car- 
riers to provide with the limited earnings available to them under 
out compulsory competitive system. The cost of such a cable, trans- 
atlantic, is in the nature of $40 million, or more than $10 million above 
the average net plant of our company which, incidentally, has the 
greatest net plant investment of any of the international telegraph 
carriers. Even assuming that the individual telegraph carriers could 
finance a number of new coaxial cables to Europe, Latin America, and 
the Pacific area, the cost involved in two or three or more competitors 
creating a multiplicity of such facilities would be an unjustifiable 
burden on the ratepayers. Furthermore, although the foreign 
monopolies at the other ends of such cables could be persuaded to work 
with a merged American telegraph industry, they will neither consent 
to nor cooperate in entering into such a program with two or three 
American telegraph competitors. 

Senator Pastore. Now, you were here when the gentleman from 
the Justice Department was testifying. You remember that he made 
the suggestion that possibly a solution to this would be to set up a 
company in which all of these people would participate. What do 
you think of that idea? 

Mr. Towers. Well, sir, I liked the term that you used this morning 
when you stated it was pure subterfuge. I think it is probably the 
same thing that we are talking about here. It is another form of 
merger. But you must always remember this principal problem that 
I just commented upon in my testimony; that, regardless of what we 
do here in this country as a matter of policy, the competitor or the 
foreign entity at the other end with whom we must work and the 
foreign entities at those ends will not work with more than one 
American carrier. 

Senator Pastore. Well, I would wish and I would think that it was 
strongly intimated by my colleague to the right, Mr. Case, that you 
could document that position a little more strongly in the sense that— 
well, let me say it this way: A little more authoritatively, more than 
just a mere statement, because I think myself, that that is quite a 
controlling element. 

Wouldn’t you say that, Mr. Case? If you are taking the position 
categorically that unless you join in the one unit, no matter what other 
ways you might invent, whether it be a separate company in which 
they would all participate, all of this must meet the approval of the 
foreign country where this cable is to be landed. I think, myself, 
that that would go a long, long way. 

Mr. Towers. Well, I will give you a prime example of that, sir, that 
has occurred within the past week. 

Senator Pastore. Is there any correspondence on this? 

Mr. Towers. There has been an exchange of telegrams between 
ourselves 
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Senator Pasrorr. It would strike me if you have that kind of 
evidence whereby you could document the statement you have just 
made, I think it would have a very, very controlling effect because, 
after all, it gets into something that is beyond our control. It is not 
what we would like to do; it is what you have to do in order to get 
it done, which is an entirely different matter. Now, I am not saying 
to invent this, but if it does exist I would provide it, produce it. 

Mr. Tower. Yes; we have been told within the past week that the 
British will not work with more than one carrier in the international 
telex field. We put up a hypothetical question to them as to whether 
they would work with us for telex if we leased a channel in the TAT 
cable of the A.T. & T. Their answer is, as a matter of policy, they 
will work with only one carrier, that there must be agreement among 
the three American competing carriers for a common entry. 

Senator Pastore. Do you have that in writing? If you do, I wish 
you would produce it and put in the record. 

Mr. Tower. It is a matter of an exchange of messages between our 
people and 

Senator Pastore. Whatever it is, it is something that bears the 
signature of some responsible party in England. Well, consult about 
it, and your attorney knows exactly what I am trying to bring out. 
If that evidence does exist, I would insert it in the record, if I were 

ou. 
; Mr. Tower. Yes, sir. 

Senator Pastore. I think it has to be a little something more than 
saying it here at the witness table. I think you would have to docu- 
ment that. 

Mr. Harrman. If I might interject at this point, Senator Pastore, 
although Mr. Tower reaches the subject directly, it was part of my job 
to negotiate a particular transatlantic proposed cable with the British. 
We were told at that time two things. 

First, that they would not negotiate with any one American tele- 
graph carrier and, secondly, that we were going to be forced into 
the position where our telegraph business was going over their 
telephone cable, and we left England with that understanding. 

Now, they have not yet been willing to negotiate with any individual 
American telegraph carrier for telegraphic use through TAT or 
through our own coaxial facilities. 

Moreover, their prediction of 4 years ago that TAT was going to 
be used for telegraph purposes by the telephone company has come to 
pass. I cannot document that because it was word of mouth, but I 
was personally present when that was told. 

Senator Pastore. Is this hope of their willingness to negotiate with 
one source out of America predicated upon their inclination not to 
negotiate with three people; is it as nebulous as all that, or do you have 
a positive assurance that, if you get together as one, then there is a 
possibility that they would negotiate? Has your result been ap- 
proached in the negative, or do you have a positive assertion or as- 
surance that they will negotiate with you if you can join together? 

Mr. Harrman. Yes, and I think, Senator Pastore, that our Govern- 
ment has been so advised by the British. 

40287—59 15 
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Senator Pastore. When you say our Government do you mean the 
State Department ? 

Mr. Hartman. State Department and Federal Communications 
Commission. 

Senator Pastore. All right. You may proceed. 

Mr. Tower. In this connection, the Defense Department referred 
to a “gleam in the eye” of an American international telegraph car- 
rier with respect to laying a new transatlantic coaxial cable. 

Since the matter has been mentioned, I will tell you that it was the 
eye of our company in which the gleam appeared and, incidentally, it 
was more than just a gleam. We foresaw, some years ago, the chang- 
ing demand and the need for a coaxial cable between the United 
States and Europe to provide the new services. When the Depart- 
ment of Defense, over 5 years ago, established a military requirement 
for such a facility, we bid for the job and got it. Our bid for the 
job was on the basis of a cable to be used for both military and com- 
mercial purposes. We had to be assured of long-term and substantial 
revenue from the military use in order to finance the cable, but were 
prepared to accept the risk with respect to that part of the revenue 
which would have to be found in commercial sources. On that basis 
we were able to obtain financial commitments to permit our laying 
of such a cable. 

With the support of our State Department and military, and with 
advance approval in principle by the FCC, we began negotiations with 
the British and Canadian Governments in 1954. To make a long 
story short, we were advised that, despite the active support of our 
Government, the British and Canadian Governments would not per- 
mit the laying of such cable as a wholly owned American enterprise 
unless such a cable was restricted to military purposes. Our military 
= not at that time prepared to provide the entire support for the 
cable. 

We then tried again, on the basis of a partnership arrangement with 
the British and Canadians. However, while these negotiations were 
still underway we were advised that the FCC, concerned with the ef- 
fect of our project as a partnership with the British upon the other 
American telegraph competitors, proposed to withdraw its approval 
in principle. 

We had been aware, of course, throughout our discussions of this 
project with our Government, that the project was being opposed by 
our competitors and that the FCC was concerned as to whether it 
would result in a form of Government subsidizing of facilities for one 
international carrier as against another, and, further, as to the effect 
a cable of such a capacity would have upon the other carriers and the 
competitive balance in the transatlantic telegraph field. Despite our 
protests, the FCC did withdraw its approval in principle, and we were 
then advised that the U.S. Government could no longer support our 
negotiations. 

Incidentally, I would like to say there that no criticism was meant 
about our competitors and the FCC. It is a competitive situation and 
there are many problems. Our earnest efforts to so meet the modern 
requirements of international telegraphy have been in vain. The 
roadblocks and obstacles which we faced and which any telegraph 
carrier will continue to face demonstrate the impossibility of any one 
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telegraph carrier laying modern coaxial cables to meet present and 
future demands in the international record field. In our opinion, only 
through merger can such cables become a possibility. 

Subsequently, A.T. & T., with no competitive opposition, together 
with Canadian and British partners, laid and now operates a coaxial 
cable system between the United States and England. The impor- 
tance of that system was highlighted recently when it was interrupted, 
apparently by a Russian trawler. 

A second such transatlantic cable system will be completed by 
A.T. & T. this fall between the United States and the coast of France, 
in partnership with the French and German Governments. Service 
over this system will be extended also to Switzerland, Belgium, Italy, 
the Netherlands, and other major communications centers. A.T. & T. 
has also laid new coaxial cable systems between the United States and 
Hawaii and between the United States and Alaska, and a cable be- 
_— the United States and Puerto Rico will be laid within the near 

ture. 

Just a few days ago there was announcement of the extension of the 
Pacific coaxial cable to Japan. I am sure you gentlemen may have 
read about that in the paper. The cable, as we understand it, will pro- 
vide for something like 100 voice channels. It will also have a spur to 
the Philippines, where several of us have our own installations, and 
probably beyond. 

The British Commonwealth Governments have started on a $250 
million project which will result in the laying of a coaxial cable 
around the world. The American telegraph carriers, acting individ- 
ually, do not have the financial strength to create such facilities or to 
meet such competition. 

With respect to the British Commonwealth project, the Depart- 
ment of Justice has expressed doubt as to its competitive importance, 
on the assumption that the British cable would not connect with the 
United States and would have no direct line for handling business 
destined for the United States. The Department suggests also that— 
should it become apparent within the next 10 years that the proposed British 
coaxial cable system poses a problem, the matter could be reexamined from the 
standpoint of determining whether governmental assistance should be given to 
the American companies for the construction of a modern cable system or 
whether other remedies should be pursued. 

First it should be noted that the original announcement stated that 
the British cable would land in Hawaii. Further, it is apparent that 
the Department does not realize the extent to which the American tele- 
graph carriers now compete with the British Commonwealth system 
throughout the world, and fails to appreciate the speed with which the 
telecommunications field is changing and developing. 

The existing transatlantic telephone coaxial cable is being used now 
for telegraph traffic between Canada and the United Kingdom, and 
is taking away from the American telegraph carriers traffic which 
has long been an important source of revenue to them. The Depart- 
ment of Defense advised this committee that it is already using the 
Canada-United Kingdom cable for telegraph purposes because the 
American telegraph carriers could not provide the facilities. 

We are competing every day with the British Commonwealth tele- 
graph system for telegraph traffic between Canada, Latin America, 
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Asia, Europe, the Pacific, Africa—in fact, between all areas on a 
worldwide basis. The British are connected now by coaxial cable 
with virtually all the major traffic centers of Western Seneee 

If the British provide the only coaxial cable facilities from Canada 
around the world, and have the only capacity available for the han- 
dling to various areas of broadband forms of service, such as digital 
data transmission, the British system will be used for such purposes 
to and from the United States. Certainly, no American telegraph 
carrier can prevent such advanced competition if it cannot, or is not 
peers to, provide the service needed. Neither can our Government 

e expected to protect us against an improved service of public value. 

Senator Pastore. Now, how will that happen? How will the 
British system be. used from the United States if they are not con- 
nected here ? 

Mr. Tower. They will be connected at Hawaii, Mr. Chairman. 

Senator Pastore. At Hawaii? 

Mr. Tower. Yes. Also, there are landlines between any point in 
the United States and Canada, and, as I stated, the cable that is now 
existing across the Atlantic is already being used for some telegraph 
traffic from the United States. ‘ 

Senator Pastore. How do they do that ; through Canada? 

Mr. Tower. Yes; they transmit it through Canada by landline. 

Senator Pastore. And how does it come into the United States? Is 
that still your company with Canada? 

Mr. Tower. No; that is either the domestic telegraph company or 
the domestic telephone company. 

g penstor Pastore. I see; that sends it in from Canada to the United 
tates ¢ 

Mr. Tower. Yes, sir. If we wait 10 years to see what effect the 
British developments have, it will be far too late for our company or 
any other American telegraph company to do anything about it. To 
give a progressive competitor a headstart of 10 years is suicide in 
Say POM, and assuredly so in our fast-changing communications 

eld. 


Coaxial cables should be an asset to the American telegraph car- 
riers. Instead, such cables are a very serious threat to us in our own 
field of record communications. In addition to substantially strength- 
ening the A.T. & T.’s position and that of our foreign competitors 
using the medium of voice, the creation of these new systems provides 
a very substantial capacity for a multitude of teleprinter channels and 
record communications of all types, and also bandwidth broad enough 
to handle the newest forms of record communications such as digital 
data transmission and facsimile. The American international tele- 
graph carriers simply have no means to meet that threat, acting 
individually. 

The British Government has adopted a policy of combined tele- 
phone and telegraph operation through coaxial cables, and has 
strongly urged that A.T. & T. and our Government adopt the same 
policy. A.T. & T. resisted such pressures to enter the already over- 
crowded international record communications field. In the light of 
established competitive principles in the United States, our Govern- 
ment advised the British Post Office several years ago that the U.S. 
policy is against the use of the new A.T. & T. coaxial cable system for 
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telegraph purposes, except under conditions of national emergency 
or where the facilities of the telegraph carriers were not adequate, and 
that even in the latter instance telegraph services should be provided 
by existing telegraph carriers through lease arrangements. 

Nonetheless, when the first demand arose for such use as a result of 
a defense requirement, the Commission found it to be in the public 
interest to permit the use of the new cable system for telegraph pur- 
poses without the intrevention of a telegraph carrier. 

The Department of Defense has served warning that the present 
services of the international telegraph carriers will be replaced. The 
Department of Justice attempts to minimize this diversion of revenue 
from the telegraph carriers by pointing out that— 
until the present, A.T. & T. has been forbidden to utilize this coaxial cable for 
record as distinguished from voice purposes, other than by the leasing of chan- 
nels to the Air Force. 

We must protest that such diversion may not be serious to the De- 
partment of Justice, but it is to us. The loss of our Air Force leases 
alone would mean a reduction of well over a million dollars in our 
revenue, and each of the other major telegraph carriers would be 
affected to at least as great a degree. 

en the Chairman of the FCC has advised this committee 
that— 


The Commission is already under tremendous pressure to make the facilities 
in such transoceanic telephone cables available for telegraph and integrated 
voice and telegraph use. 


And, further: 


A question arises as to whether the Commission can continue to restrict the 
joint use of voice and telegraph over telephone facilities, or whether other users 
should or can be denied a similar use indefinitely. 

There is now actively under consideration by the Commission an 
application by A.T. & T. to permit it to meet a requirement of USAF 
by means of its transatlantic telephone cable and connecting micro- 
wave facilities. I have commented before, that when the first such 
demand arose for the use of a telephone channel for record purposes 
as a defense requirement, the Commission found it to be in the public 
interest to permit the A.T. & T. to provide the service required. 

The USAF requirement involved in the new application is not for 
1 channel, but for an extensive program running from 5 voice chan- 
nels at present to 50 voice channels in less than 5 years. Further- 
more, it would appear from the statement of the USAF requirement 
and the application which it stimulated that we are faced not only 
with a limited USAF requirement, but that USAF is speaking as 
agent for the Department of Defense and other military departments. 

The international telegraph carriers are therefore immediately faced 
not only with a loss of substantial existing business, but with an in- 
capacity to meet the new forms of record communications. The A.T. 
& T. application to the Commission states: 

The present and proposed transatlantic telephone cables are the only com- 


mercial facilities which will meet these requirements of the Government in the 
foreseeable future. 


Unfortunately, they are right. Loss of our existing defense revenue 
and failure to obtain new defense revenue can only mean disaster to 
the international telegraph industry. 
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We know that there are other such requirements on the part of 
Government agencies, press users, and large commercial users who 
already have data-processing systems in operation within the United 
States and wish to connect them with their operations abroad. The 
American telegraph carriers cannot meet the requirement for this 
new record communications field with their existing facilities. The 
need exists. Ifthe telegraph carriers cannot do the job, such require- 
ments will be met through the coaxial cables of A.T. & T. and our 
foreign competitors. 

There are various schools of thought as to the solution of this 
problem, ranging from the extremes of creating an overall American 
communications monopoly, on the one hand, to that of subsidizing one 
or all of the existing telegraph competitors in order to preserve the 
status quo, on the other. 

In our view, and I believe it is a view shared generally throughout 
the industry and the branches of Government which know the field, 
there is no need to go to either undesirable extreme. Rather, the 
answer is to be found in permitting the international telegraph 
industry to strength itself in order that it may create facilities to 
maintain effective competition with its telephone, airmail, and foreign 
competitors. 

Subsidy is no answer. First of all is the question as to which of 
the competitors should be subsidized. If you subsidize any one as 
against the others, you would make it impossible for the others to 
survive. If you attempt to subsidize more than one, you would be 
blocked at the foreign ends, which are opposed to creation of an un- 
economic multiplicity of facilities. Nor could you justify such multi- 
plicity economically. 

On the other hand, the creation of an absolute telecommunications 
monopoly, whether in the hands of government or private enterprise, 
is contrary to American principles and to the intent of Congress as 
expressed through existing legislation. Maximum, practical com- 
petition is still considered to be a fundamental part of our country’s 
way of life. 

It is our belief that a maintenance of the competitive status quo in 
the telecommunications industry is impossible. The industry is much 
too vital and is changing and growing much too rapidly to think in 
terms of status quo. 

We believe it is desirable in the interest of the public to preserve 
completion, but to do so it must be made possible for the international 
telegraph carriers to create modern facilities and to provide service 
which will meet modern communications needs. The only method 
which we can foresee as accomplishing these purposes, consistent with 
the principle of maintaining competition with A.T. & T. and the 
U.S. postal service, is through merger of the international telegraph 
carriers. 

Senator Pastore. Well, am I correct in assuming that this is not 
actually a question of whether or not any one of the three telegraph 
companies could build this coaxial cable? Even if you could, do I 
understand you correctly to say that the foreign government will 
not negotiate with one of the three, period ? 

Mr. Tower. That is correct. : 

Senator Pastore. Even if you had the financial capacity to under- 
take it, do I understand that you are saying unequivocally it wouldn’t 
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make any difference because they won’t choose one among the three? 

Mr. Towrr. That is right. That is a proper statement. 

Senator Pasrorr. Now are we talking alone about England or are 
we talking about other countries as well ? 

Mr. Tower. I think we are talking about other countries in Europe. 

Senator Pastore. I think we are. Are we or aren’t we, or are you 
in no position to say ? 

Mr. Tower. Well, sir, I stated in my earlier testimony that the 
French Government last year closed the operations of the commercial 
cable and Western Union and we must now work with them. 

Senator Pastore. Well, if there is any documentation on this, will 
you please provide it? The argument has been made here that chances 
are we ought to leave this under free flow of competitive enterprise 
and each company shift for itself and try to work up the capital in 
order to do this. This is one of the arguments that have been made. 

I understand that your answer to that argument is even if your 
eompany had the financial capacity to do this, the British Govern- 
ment wouldn’t deal with you alone and choose you among the other 
competitors; is that right? : 

Mr. Hartman. That was the fact, sir, when we had the capacity 
and approached them they would not deal with us alone. 

Senator Pastore. All right. 

Mr. Harrman. Now I would like to point out, Senator Pastore. on 
that subject, that we have not been in a position to approach other 
foreign governments on the basis of creating the coaxial cable in part- 
nership with them because we have never had the opportunity to cre- 
ate a coaxial facility except in the one instance and in that instance 
we were refused. We have not gone to the French Government and 
asked them. 

Senator Pasrorr. Can you be more specific? What case was that? 

Mr. Harrman. The British case which Mr. Tower referred to as 
our efforts to break into the coaxial cable field. 

Senator Pastore. All right. 

Mr. Tower. In recognition of the inability of the telegraph carriers 
to meet modern requirements it has been proposed that these carriers 
might continue to compete with each other and with their telephone, 
airmail and foreign competitors through the leasing of facilities in 
the present and proposed A.T. & T. coaxial cables. An application 
of A.T. & T. for authority to permit such leasing was filed several 
weeks ago and is actively under consideration by the FCC now. 

This approach may provide a temporary relief from the immedi- 
ate needs of the major telegraph carriers for greater and different 
capacity, and might temporarily forestall the decline in revenues 
which the telegraph carriers will experience if they fail to meet de- 
mands, but it cannot be viewed as a permanent solution if you wish to 
maintain competition. 

Nor would this approach help the smaller carriers who could not 
afford the lease cost on their own. It seems obvious that, if A.T. & T. 
is the only American company which can afford to provide facilities 
capable of handling the modern international telegraph business, a 
monopoly of facilities must eventuate and a practical monopoly will 
result. ‘The telegraph carriers must be in a position to do their own 
research and development, to provide their own facilities and to make 
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a genuine contribution to the communications field if they are to sur- 
vive as true competitors. 

The Department of Justice has suggested that there is no critical 
financial situation in the international field comparable to that which 
existed when Congress authorized domestic telegraph merger and 
that, to the contrary, the three major telegraph carriers are in a sound 
financial position. 

It seems that the Department has missed the point. We are urging 
merger legislation, among other things, in order to prevent a recur- 
rence of the distress-sale situation with which Congress was faced in 
1943 in the domestic telegraph field. 

At that time, you will recall, you were faced with one broken and 
another badly bent competitor. The result was that it took years for 
the survivor of that “crash” legislation to put togther the inadequate 
plant of the two competitors and create a modern system which could 
compete effectively with telephone. 

In the meantime everyone suffered. In our opinion, Western Union 
has accomplished a great deal, but the process has certainly taught 
the lesson that it takes years to make such a comeback. We cannot 
believe that this committee would want to be faced with the same 
problem in the international field. To avoid it, a degree of foresight 
is necessary and action rather than hopeful waiting is the answer. 

In concluding our position with respect to the problem before you 
I wish to emphasize again that the bill you are considering does not 
create a monopoly, nor does it permit the FCC to do so, It simply 
makes it possible for any two international telegraph carriers, or 
three, or four, as the case may be, to arrive at merger agreements and 
to consummate a merger if the FCC finds it to be in the public interest. 
This committee, in its report No. 1490 of June 16, 1942, concerning 
the bill S. 2598 which resulted ultimately in the enactment of section 
222 of the Communications Act and permitted merger of domestic 
telegraph companies, expressed the following view: 

The bill, S. 2598, as amended and reported, would permit the voluntary con- 
solidation or merger of domestic telegraph carriers only. The Committee on 
Interstate Commerce holds no brief for consolidations or mergers as such; on 
the contrary it is of the opinion that, generally speaking, the vigor and strength 
of the American economic system stems from the maintenance of privately owned 


and operated businesses in vigorous competition, one with another. 
ok a ak ak a * * 


Moreover, the committee calls attention to the fact that there will be no monop- 
oly in the domestic communications field if carriers merge under the provisions 
of this bill. The prospective merged domestic carrier would face, as its com- 
ponent units now face, sharp and effective competition from such widely used 
means of communication as the telephone, the airmail, and point-to-point radio 
(which has been temporarily closed for the period of the war). It is the com- 
petition from these alternate means of communication which has taken large 
revenues from the domestic commercial wire-telegraph units during the last 
decade. So long as the telephone and the air mail operate as independent, func- 
tioning means of speedy communication, no danger of a monopolistic operation 
of communication facilities can exist. The bill, S. 2598, makes sure that healthy 
competition will remain in the domestic communications field. 


The bill you are considering comes directly within that concept, 
since it would not permit a combination of the international tele- 


graph carriers with their telephone competitor, their airmail com- 
petitor, their foreign competitors, or even with the domestic telegraph 
system. 
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In our view what this committee has before it for consideration, 
fundamentally, is whether it desires to maintain competition in the 
American international communications field. Failure to act favor- 
ably on the principles of the bill before you will almost inevitably, and 
before many years, result in complete communications monopoly. 

Furthermore, we believe the time available to avoid such a result 
is short. We cannot wait until the diversion of telegraph traffic to 
other media of communication has reduced the industry to a loss po- 
sition, nor can we wait for 10 years to see haw badly British moderni- 
zation is going to hurt us. 

It must be remembered that, even after legislation is enacted, the 
actual details of a merger must be negotiated among the companies 
affected and must be found to meet the prescribed statutory stand- 
ards to the satisfaction of the FCC. 

A merged company must then arrange necessary capital, obtain the 
necessary agreements abroad and enter into a modernization program, 
which involves planning, engineering, manufacturing, constructing 
and installing. All of this must happen before the American tele- 
graph industry can hope to meet the new competition which has now 
come into being. We believe that prompt action is of the essence if the 
American telegraph industry is to catch up with and keep abreast 
of its competitors in communcations. 

Before closing, I should like to say a few words with respect to 
the effect of this bill on employees. It is probable that if a merger 
of all the international telegraph carriers was in effect today the total 
number of jobs available in the merged company would be less than 
the aggregate number of jobs existent in the field today. I know this 
is a matter of concern to this committee and to the employees, but we 
are convinced that there will be no real problem of excess or redundant 
employees. 

With respect to most, if not all of the categories of employees in- 
volved, normal attrition, such as resignation and pension, will take 
care of practically all redundancy. Furthermore, if the industry is 
permitted to strengthen itself through merger there is every reason 
to expect that the growth which has been experienced in other fields 
of American enterprise will also be experienced in the international 
telegraph industry. Such growth will create jobs which are not 
now available. i 

I wish to call to your attention also the fact that the bill itself 
goes to great lengths to safeguard the employee’s position. Chairman 

oerfer of the FCC has described the employee provisions as gen- 
erous, and in our view they are. 

The most important point, however, is that lacking permissive mer- 

er legislation the jobs of all the employees in our industry are in 
jeopardy, and the employees’ future unprotected. A healthy merged 
international telegraph carrier would, on the contrary, be able to pro- 
vide more stability for the employees and would be better able to pro- 
vide improved wage, pension, and other working benefits. 

I thank you for the privilege of appearing before you to present our 
position on this important matter. 

Just before closing, sir, there is an appendix A which has been dis- 
tributed or submitted to the committee of our comments on the pro- 
posed modifications by the FCC. 
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Senator Pastore. That will be made a part of the record. 
(The document referred to is as follows :) 





APPENDIX A 


COMMENTS OF AMERICAN CABLE & Rapio CorRP. ON THE AMENDMENTS PROPOSED 
BY FEDERAL COMMUNICATIONS COMMISSION TO THE COMMITTEE PRINT (IDENTICAL 
TO S, 4231 oF THE 85TH CONGRESS) 


A.C. & R. offers no criticism of, and proposes only one minor amendment to, 
the committee print under consideration. We believe that the bill now before the 
committee would permit fulfillment of the highly desirable objective of merger 
of international telegraph and/or marine carriers, while at the same time pro- 
tecting the interests of the individual competitive elements within the industry 
and their employees, and improving the competitive and service position and po- 
tential of the industry to serve the defense and public needs of our country. 

Our proposed amendment relates to the definition of the city of Washington 
for purposes of subsection (d) as it appears parenthetically at page 11, lines 
13-18, of the committee print. The purpose of that definition is to permit the 
international telegraph carriers to serve directly Government and intergovern- 
ment organizations and press users in the area surrounding the city of Wash- 
ington as well as within the city itself. In recent months at least one such 
Government organization has removed its operations outside of the 10-mile radius 
established as a limitation by the committee print, and the international tele- 
graph carriers have been permitted by the FCC, without objection of Western 
Union, to extend their operations to such Government organization. This situ- 
ation may occur in other instances, and it is desirable, particularly for defense 
purposes, to permit direct service by the international telegraph carriers. Ac- 
cordingly, in order to avoid the specific 10-mile statutory limitation while at the 
same time limiting expansion by the international carriers into domestic op- 
eration, it is recommended that such parenthetical definition of the city of Wash- 
ington be amended to read as follows: 


“which city of Washington, District of Columbia, shall, for the purposes of 
this subsection (d), be amended to include the Washington National Airport 
and, but only for Government and intergovernment organizations and press 
users, such additional area surrounding the city of Washington as the Com- 
mission may find to be in the public interest.” 

The FCC has suggested a number of amendments to the committee print. For 
the most part, such proposed amendments are acceptable to A.C. & R. and will 
not be commented upon further in this appendix. In this category are the 
changes designated in FCC appendix A as paragraphs Nos. 1, 3, 5, 6, 7, 8, 9, 
11, 12, 17, 18, 19, and 20. 

As to the remainder of the amendments suggested by the FCC, it is our view 
they should be either modified or rejected, as discussed hereinafter. The para- 
graph numbers which follow will be the same as those of the FCC amendments 
proposed in.its appendix A, and page references used will be to the report of 
proceedings of the hearing held before this committee on March 20, 1959, con- 
cerning the bill under consideration. 


Paragraph 2—Report, pages 12-14 

With respect to the FCC proposed addition to subsection (b), proposed sub- 
paragraph (b*) could be construed as preventing an international telegraph 
earrier from acquiring Western Union’s international telegraph operations un- 
less there had been a prior merger of at least two international telegraph car- 
riers. So construed, the suggested language would be contrary to the provisions 
of the committee print and would impose an undesirable obstacle to divestment 
of Western Union’s international operations through acquisition by another 
international telegraph carrier. 

It is recommended that the FCC proposed new subsection (b*) be modified 
by deleting therefrom the words “consolidated or merged” (report, p. 13, line 
21) and substituting for “neither a domestic telegraph carrier nor” the word 
“not” (report, p. 14, lines 1-2), so that the entire subsection would read as 
follows: 

“(b*) As a part of any consolidation or merger pursuant to this section, or 
thereafter, any international telegraph and/or marine carrier may upon appli- 
cation to and approval by the Commission acquire all or any part of the in- 
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ternational telegraph and/or marine operations, properties, or facilities of any 
earrier engaged in international telegraph and/or marine operations which is 
not an international telegraph and/or marine carrier.” 
Paragraph 4—Report, pages 15-19 

A.C. & R. agrees that it is desirable for a merger proceeding before the FCC 
to be construed as a rulemaking one, and has no objection to the procedural 
changes suggested by the FCC in paragraph 4, subparagraphs (a), (b), and 
(ec) (report, p. 15-17). We also agree that it should not be necessary for the 
Commission either to reject outright or accept in entirety a merger proposal as 
submitted when any apparent defect in such proposal could be cured by “changes 
which do not affect the basic premises upon which the proposal is submitted” ; 
further, that the Commission should not be given unrestrained power to impose 
conditions (report, p. 17-18; subpar. (d)). On the other hand, FCC proposed 
modification (report, p. 18-19; subpar. (e)) among other things would appear 
to give it the power to impose conditions which it found on the basis of the 
record before it to be “required by the public interest.” So constructed, upon 
filing an application for merger the applicants would be subjecting themselves 
to the possibility of imposition of conditions with which they might not agree, 
so that such merger would become mandatory in effect. We doubt that such is 
the effect intended by the Commission and, if it is, we believe it to be objec- 
tionable as a deterrent to the filing of an application for merger. 

It is recommended, therefore, that the Commission’s proposed amendment to 
subsection (c)(1) be modified in part by revising it at report page 19, lines 
10-16, to read: 


“deem advisable. If, after such public hearing, the Commission finds that the 
proposed consolidation or merger or an amended proposal for consolidation or 
merger, as submitted, or as modified in accordance with terms and conditions 
to which the parties to such application agree and the Commission finds to be 
in the public interest, as determined from the evidence of record adduced in the 
aforementioned public hearing, (i) is authorized by subsection (b)”. 


Paragraph 10—Report, pages 25-26 


In order to conform the FCC proposed amendment of subsection (c) (2) to the 
modification we have suggested with respect to paragraph 4 hereinabove, and for 
the same reasons, it is recommended that the FCC proposed amendment of sub- 
section (c) (2) (report, p. 26, lines 12-15) be modified to read: 


“or merger. The Commission may approve the proposed consolidation or merger 
as submitted, amended, or conditioned as authorized by paragraph 1 of subsec- 
tion (c) hereof, or may approve it only on condition that one or”. 
Paragraph 18—Report, pages 27-29 

The FCC proposed amendment of subsection (d) (2) would require a complete 
merger in the international telegraph and/or marine field for the subsection to 
come into effect. As such it would tend to vitiate the subsection or permit any 
one carrier to determine whether or not such subsection would become effective 
by a decision to enter or remain out of a proposed merger. It is quite probable 
that certain of the existing carriers which have specialized areas or fields of 
operation will prefer not to enter into a merger. The subsection is intended to 
make it possible for a merged international telegraph carrier and the merged 
domestic telegraph carrier to enter into practical operating agreements of mutual 
benefit provided such agreements are found by the FCC to be in the public in- 
terest. The danger that the carriers which did not enter into an international 
merger might be adversely affected by agreements reached between a merged in- 
ternational carrier and the merged domestic carrier should certainly be negated 
by the requirement that the Commission find such agreements to be “just, rea- 
sonable, equitable and in the public interest.” Furthermore, we believe it in- 
advisable to prescribe, as does the proposed amendment, a public hearing in the 
case of agreements which are by their nature practical operating arrangements. 
The question of public hearing in any particular instance should be left to the 
Commission’s discretion, as it is now in such situations. 

It is recommended, therefore, that the proposed amendment of subsection 
(d) (2) (report, p. 29, lines 1-18) be rejected. 


Paragraph 14—Report, pages 29-30 


The FCC proposed amendment of subsection (d)(2) would require the is- 
suance of a certificate of convenience and necessity as prescribed by section 214 
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of the act. However, any agreement entered into under subsection (d) (2) can 
become effective only if the Commission finds it to be “just, reasonable, equitable 
and in the public interest.” Accordingly, it would appear that the public interest 
is adequately protected without the necessity of the Commission making findings 
under two separate sections of the act, with the attendant procedural delays 
which would result. 

It is recommended, therefore, that the proposed amendment of subsection 
(d) (2) (report, p. 30, lines 2-4) be rejected. 
Paragraph 15—Report, page 30 

The proposed FCC addition to subsection (d) (2) contained in this paragraph 
is an expansion of its existing authority under title II of the act which appears 
to bear no relationship to the question of international telegraph merger. Ac- 
cordingly, it is our view that the committee print under consideration is not 
an appropriate vehicle to determine whether the Communications Act should be 
amended to grant the Commission such additional powers. 

It is recommended, therefore, that the proposed amendment of subsection 
(d) (2) (report, p. 30, lines 15-24) be rejected. 
Paragraph 16—Report, pages 30-82 


With respect to the amendment of subsection (d) (3) proposed by this para- 
graph, reference is made to the discussion concerning paragraph 13 hereinabove. 
This proposed amendment is subject to the same objection, in that the amend- 
ment would in all probability vitiate the subsection by requiring a complete inter- 
national telegraph and/or marine merger. Also, with respect to protection of 
carriers not party to a merger, it is again noted that the agreements in ques- 
tion can be effected only where the Commission finds them to be “just, reasonable, 
equitable and in the public interest.” Furthermore, the protective provisions of 
subsection (e) of section 222 of the act are specifically continued in effect by 
subsection (d) (4) of the committee print. 

It is recommended, therefore, that the proposed amendment of subsection 
(d) (3) (report, p. 31, line 19, through p. 32, line 8) be rejected. 

Mr. Tower. There are other comments that will be made by those 
who follow that we have not had an opportunity to see before. It may 
be that we may have some comments to make with respect to that 
which with your pleasure, sir, we would like to submit in writing, if 
we deem desirable. 

Senator Pastore. With that understanding we will leave the record 
open for a reasonable period in order that you may do that. 

Do you have any statistical data as to this normal attrition of em- 
ployees over the years? 

Mr. Tower. Yes, I do, sir. : , 

Senator Pastore. I was wondering if we could get that in the record 
as well. 

Mr. Tower. I think it perhaps well if we give some figures on our 
own situation with respect to attrition. 

Senator Pastore. All right. ' 

Mr. Tower. Our turnover rate generally has been fairly consistent 
over the years and it ranges anywhere between 14 and 18 percent. The 
turnover includes resignations, pensioning, and what not, turnover 
of employees. I think that the other carriers have somewhat com- 
parable experience. ” 

Senator Pastorr. Well, they are here, and I would hope that they 
would insert that in the record when they make their presentation. 

Mr. Tower. The last detailed studies made with respect to the pos- 
sible redundancies in a merger were back in 1953 and I do have some 
statistics with respect thereto, and this, I believe, Mr. Chairman, these 
figures that I give would be the ultimate redundancy after the fifth 
year of a merged operation, not taking into consideration any possible 
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rowth in the industry itself which would offset some of this re- 
undancy. 

Senator Pastore. If this legislation were passed, how long would 
it be before this cable would be built, depending upon the attitude of 
the FCC? You can’t anticipate that but they have spoken favorably 
about the legislation, so I think that we could assume that they would 
look kindly upon the application. In the normal turn of events, about 
how long do you think it would take for this to be an accomplished 
fact ? 

Mr. Tower. Probably from the date that the FCC would approve of 
a plan of merger, probably 4 to 6 years, I would say. 

Senator Pastore. Four to six years, so your attrition problem would 
have to be gaged to that as well ? 

Mr. Tower. Yes, sir. Now I will go back to the figures that I have 
been talking about. 

Senator Pastore, All right. 

Mr. Tower. At that time—that is 1953—the total number of per- 
sonnel redundancy for the entire merged operation, both in and out- 
side the United States, was 2,163. Included in that figure was 786 
messengers. Now when I gave my figure of turnover before of 14 to 
18 percent, I did not include messengers with respect to which there 
is a very high turnover, ranging anywhere between 50 and 90 percent. 
Obviously attrition in the messenger classification would take care of 
that classification rather quickly. 

In operations within the United States there were 707 units in- 
volved, ranging in every classification of employee which includes 
supervisors on down to the lowest grade of clerks. Most of the re- 
dundancy in this category was estimated to be in the clerical and 
printer operator groups. The turnover rate in those categories has 
been on the average a little higher than the total overall. There are 
approximately 4,000 employees of the 3 carriers in the United States. 
If we used only a turnover rate of 10 percent as the absolute minimum, 
that would mean an attrition factor of roughly 400 people a year being 
turned over. 

The bill as it stands now provides for employee protection for 4 
years. Applying 400 for 4 years, you can see that attrition in and 
of tg would take care of the total redundancy within the 4-year 

eriod., 
r Senator Pasrorr. What is the average age of a permanent employee 
in your establishment, or is that hard to say ? 

Mr. Tower. I don’t think that I could say with any degree of assur- 
ance that it will be accurate. I think that by and large 

Senator Pastore. By that I mean do most of the people who be- 
come associated with your company make it a career in the sense that 
they do stay on until such time as retirement or pension ? 

Mr. Tower. Well, I could say this: About 35 to 40 percent of our 
people have had 25 years of service, or more. 

Senator Pastore. 35 or 40 percent, 

Any questions, Mr. Case ? 

Senator Casz. I don’t think so, Mr. Chairman. 

Senator Pastore. Thank you very much, Mr, Tower. 

Mr. Tower. Thank you, Mr. Chairman. 
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AMERICAN CABLE & RADIO Corp., 
New York, N.Y., June 3, 1959. 


In re A bill to amend the Communications Act of 1934, as amended, to permit 
consolidations or mergers of international telegraph and marine Carriers, and 
for other purposes. 


Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear SENATOR MAGNUSON: In accordance with the privilege extended by the 
presiding Senator at the conclusion of the proceedings in this matter on May 20, 
1959, please find enclosed our further comments concerning the bill before your 
committee. 

In addition to presenting our views on such issues as have arisen since our 
initial statement to the committee was prepared, the enclosed comments include 
statistical data, documentation and such additional information as the commit- 
tee members have requested be incorporated into the record. Also appended 
our recommendations with respect to specific modifications of the bill proposed 
by parties other than the FCC. We have responded heretofore to the changes pro- 
posed by the FCC. 

Recognizing that the record before your committee may justify some revision 
of the bill you are considering, we believe nonetheless that it demonstrates clearly 
the need for such legislation in substance and for prompt action by your com- 
mittee in reporting favorably upon the bill. Certainly in our view the record 
supports our stated position that a merger of the American international tele- 
graph carriers must be permitted if that part of the communications industry is 
to constitute a real and effective competitive factor in the future. 

It is respectfully requested that this letter and the attached statement be made 
a part of the hearing record in this matter. 

I wish to again thank you and your committee for the interest shown in this 
problem and the privilege accorded to us to present our position on this important 
matter. 

Very truly yours, 
B. B. Tower, President. 


FurTHER STATEMENT OF BERTRAM B. TOWER CONCERNING THE COMMITTEE PRINT 
OF A BILL To AMEND THE COMMUNICATIONS AcT OF 1934, AS AMENDED, To PrRoO- 
VIDE FOR THE PERMISSIVE MERGER OF INTERNATIONAL TELEGRAPH AND/OR MARINE 
CARRIERS 


The record before the committee reflects fundamental misconceptions or mis- 
constructions of the objectives of the bill under consideration, on the part of 
those who have expressed opposition to it. They contend that there has been 
no need shown for merger legislation now, because the international telegraph 
industry is solvent and earning, so that there is no hardship or bankruptcy sit- 
uation. They argue that such legislation is bad because it would create an inter- 
national telegraph monopoly and so dissipate the benefits of existing competition 
by removing the stimulus to low rates, good service, research and development, 
and the creation of improved facilities which competition provides. 

First, there is no question of present hardship at issue nor have the advocates 
of the bill so contended. Commercial Pacific Cable Co., the only Pacific tele- 
graph cable carrier, has been forced to cease operations, since World War II. 
Globe Wireless, one of the Pacific radiotelegraph carriers, is deeply concerned 
as to its ability to continue in the competitive field in the face of a continuing 
deficit and deteriorating conditions. Globe’s facilities were of use to the Army 
during the war, have been modernized and developed since then, and certainly 
should continue to be useful and used in the future. Yet, Globe’s support of the 
bill is not predicated upon its own salvation... Similarly our company has made 
no contention that the deficit position of Commercial Cable Co., one of our sub- 
sidiaries, should be considered by the committee as a hardship reason for merger 
legislation. To the contrary it has long been our position that our subsidiaries 
should be treated as an integrated operating unit for rate-making purposes and 
the FCC has so held. Relief of present hardship is not the objective of the 
bill. 

Second, there is no contention that the international telegraph industry is 
bankrupt. It is solvent and earning at the present time. The Chairman of the 
FCC has advised the committee that “if present conditions and circumstances 
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could be expected to continue for the foreseeable future, there would be no com- 
pelling reasons for legislation which would permit the merger of international 
telegraph carriers.” No one who has spoken in favor of the bill has based his 
support upon a distress position in the industry today. The committee is not 
confronted, therefore, with #rash legislation to correct an existing industry 
bankruptcy as it was at the time of domestic telegraph merger in 1943. Relief 
of present industry bankruptcy is not the objective of the bill. 

In this connection, however, it is interesting to note that even those who oppose 
the bill agree that it would not be wise for Congress to wait until a bankruptcy 
situation necessitates crash legislation before taking remedial steps. They ex- 
press the view that the time has not come for merger but recognize that some- 
thing should be done before merger is forced economically. Yet they suggest no 
criteria for determination of that critical point at which the committee should 
act, which must be neither too early nor too late. They do not advise the com- 
mittee that the present competitive situation is sound or can continue. On the 
other hand, they oppose the recommendation that the committee act favorably 
now on the ground that “arguments about future trends and developments are 
admittedly predictions.” The committee will observe that those predictions are 
based upon facts showing present trends and developments as they affect the 
future of the industry. Further, the predictions have been made by the principal 
carriers responsible for operation of our international telegraph facilities, the 
Government agencies most directly concerned with the adequacy of the interna- 
tional telegraph system for defense purposes, and the agency upon which you 
have imposed the duty of making available “so far as possible, to all the people 


.of the United States a rapid, efficient, nationwide, and worldwide wire and radio 


communication service with adequate facilities at reasonable charges.” Cer- 
tainly the “predictions” from such sources are “educated” and entitled to much 
greater weight than is the ‘do nothing” principle suggested by those who have 
no responsibility for the future health of the international telegraph industry as 
a genuine competitive factor in the communications field. 

The third contention of those opposed to the bill is that it would create a 
monopoly in the international telegraph field and so deprive the public of the 
benefits of competition. 'Those who support the bill believe, to the contrary, that 
the enactment of permissive merger legislation, at least in principle, is essential 
if the benefits of competition in the communications field are to be preserved and 
strengthened. Both the proponents and opponents of the bill base their positions 
upon the desirability of competition in the future. The issue has been clearly 
posed by Senator Pastore’s comment to the Department of Justice spokesman, in 
part as follows: “Now you come along and you are resisting the bill because you 
say it eliminates competition and, yet, the Military Establishment comes along 
and says we want this bill because we want competition.” The opponents take 
the narrow view that the committee should insist upon continued competition 
within that segment of the communications field which uses the form of “tele- 
graph” or “record” transmission of intelligence and so consider that segment as 
an industry entirely apart from the remainder of the communications field. The 
advocates of the bill believe that to adopt such a position is to close your eyes 
to the facts since recent changes in communications technology and requirements 
make it impossible to isolate the telegraph industry from its competitors in the 
communications field, i.e., telephone, air mail, and foreign telecommunications 
monopolies. 

Even if we consider the international telegraph industry alone, it is not true 
that the bill creates a monopoly. The bill simply adopts for that industry the 
principle, which is uniformly recognized for all other regulated public utility 
industries, that the regulatory agency may permit mergers which it finds to be in 
the public interest and in accordance with prescribed statutory standards. Such 
mergers might involve any number of the existing competitors from two to eight. 
Two of the carriers have already advised the committee that they wished to be 
protected in their present competitive positions and not to enter into merger. 
Two others have not appeared before the committee or otherwise expressed any 
interest in the bill or in merger. No merger proposal has been submitted to the 
committee nor to the FCC. No merger agreement has been reached between any 
of the companies so far as we are aware, nor is any agreement apt to be reached 
in the face of present statutory prohibitions. Under such circumstances there 
can be no conclusion that the permissive merger bill before you creates a 
monopoly. 

As we have noted above, both the proponents and opponents of the bill believe 
in the benefits of competition. Let us see what the situation is in this respect 
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in the international telegraph field. It is not a free competition but a regulated 
competition. The FCC has statutory authority over the rates, services, exten- 
sions, and abandonment of facilities, and in fact virtually every facet of the 
operations of the international telegraph carriers. With minor exceptions, the 
rates of all such carriers are the same. Outside of the so-called gateway cities 
(New York, Washington, and San Francisco for the major carriers), operations 
within the United States depend upon connections with the landline carrier, 
Abroad, with very few exceptions, all of the American carriers are dependent 
upon connections with and handling by foreign monopolies. Although all of the 
carriers sell service, it is apparent that there are distinct limitations upon that 
part of the service they can in fact control. 

With respect to research and development and improvement of facilities, all 
of the carriers have applied as much time, energy, and money as resources have 
permitted. Each company has expended its facilities, developed new techniques, 
and can claim contributions to the art of communications. All of these things, 
however, must be accomplished within the limits of earnings, which in this 
industry have been marginal at best. The result has been that the best efforts 
have not been enough and the international telegraph industry has fallen behind 
its competitors, not only in terms of communications generally but even in its 
own record field. When the broadband forms of transmission of intelligence, 
which have been developing both in the United States and abroad, spread to the 
transoceanic field, the American telegraph industry was tried and found wanting. 
The problem was not lack of competitive stimulus but lack of capital and nego- 
tiating position abroad. The history before you shows that whatever A.T. & T, 
may have lacked by way of competitive stimulus it apparently made up in capital 
and strength abroad. In any event it is the A.T. & T. which has no competition 
in its field of international voice communications which is creating the facilities 
necessary to perform the international record communications of the future. 
Within the limitations of present technical knowledge, the creation of such broad- 
band capacity, whether by cable or radio, is far beyond the resources of the 
individual telegraph carriers. 

The objective and effect of the bill is not to relieve hardship, avert industry 
bankruptcy, or create a monopoly, but rather to permit the international tele- 
graph carriers to combine their present assets and future potentials so that they 
can be a real competitive factor in the communications field. We do not wish 
to burden the committee with a reiteration of the arguments made in our orig- 
inal statement nor with a restatement of the views so ably presented in support 
of the bill by the Government agencies directly concerned and our competitors, 
although we do urge the committee’s careful consideration of the FCC’s letter 
and attached memorandum of April 20. There are, however, certain changes in 
the communications industry which are factual, undisputed, and should be 
brought into focus in order to analyze the problem for you. 

The international communications requirements are changing rapidly to a new 
demand for customer-to-customer services. The Department of Defense has told 
you that its communications needs are in terms of automation. The same type 
of requirement and demand for other customer-to-customer services must be 
expected from other bulk users of telegraph facilities in the near future. Fac- 
simile and data-processing systems are in operation for large users throughout 
the United States and there can be no doubt that such demand will extend to 
the transoceanic field. Those requirements the telegraph carriers cannot satisfy 
with existing facilities. They must meet such requirements or lose a substantial 
part of their existing business and, even more important, lose their future 
potential. 

Senator Monroney expressed interest in the effect upon the international 
telegraph carriers of the loss of lease revenues and, further, how such lease 
revenues were divided between cable and radio. The figures in question for the 
A.C. & R. System companies are shown in attachment A hereto. It will be 
noted that the loss of Government lease revenue alone (and the record shows 
that such loss is imminent) would have reduced by 60 percent A.C. & R.’s 
income from operations in 1958, and were the commercial lease revenue to be 
lost in addition we would have virtually no income from our operations. 

The nature of the equipment and facilities which must be provided in order 
to meet the new customer-to-customer requirements and to render such services 
as facsimile and data processing has changed. Such services require broadband 
transmission which cannot be obtained to the degree necessary from existing 
telegraph cable or radio plant. As the committee has been advised, the only 
development immediately available to meet such needs is the coaxial cable. 
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Although the time may come when such services could be provided adequately 
by radio, there are still many unsolved problems so that radio cannot be con- 
sidered a solution to requirements in the foreseeable future. In any event, 
whether broadband transmission is accomplished by cable or radio it will be 
expensive and beyond the resources of the individual telegraph carriers. 

The cost factor plays an important part in considering the attitude of foreign 
monopolies abroad toward the provision of such facilities. The committee has 
peen advised that foreign governments are opposed to entering into the new and 
expanded customer-to-customer operations and providing the facilities which 
would be required with more than one American telegraph carrier and has 
expressed interest in having the record documented to show the bases for such 
advice. 

Attachment B hereto reflects the view of the British Government toward 
uneconomic duplication of facilities and its consequent aversion to providing 
facilities for the purpose of working with competitive American carriers. In 
this connection, the Department of State in its letter of May 8, 1959, to the 
committee, although recognizing the views of the British Government concern- 
ing this matter, states that the Department has no reason to believe that the 
British Government would take an official interest in the purely domestic ques- 
tion of a merged U.S. international telegraph carrier. Certainly it was not our 
intention to suggest that the British Government is taking any position with 
respect to modification of U.S. communications policy, but rather that that 
Government, for its part, does not look favorably upon the duplication of facil- 
ities, at substantial expense to it, for the purpose of fostering among the Amer- 
ican telegraph carriers. 

Attachment C hereto consists of photostatie copies of letters reflecting the 
objections of four of the governments of major European countries to duplica- 
tion of facilities in order to establish competitive customer-to-customer services. 
In view of the competitive nature of the correspondence, and the short time avail- 
able since the question of documenting our conclusions arose, we have not ob- 
tained permission to make these letters a matter of public record in full. For 
that reason, the names of the countries and of the individuals concerned, to- 
gether with irrelevant material, have been eliminated for the purpose of the 
attachment. Only one European government has permitted the establishment of 
duplicating direct telex services. 

There has been no serious contention that the international telegraph carriers 
do not need modern broadband facilities, nor is there any question that the 
creation of such facilities requires capital which the individual carriers do not 
have. Even the opponents of the bill have recognized these facts but urged 
that the answer lies in some alternative to merger. The question remains as 
to how the individual carriers can create or obtain access to such facilities other 
than through merger. We wish to summarize briefly the alternatives which 
have been suggested. 

First, it should be observed that the need of the international telegraph in- 
dustry is not for one transatlantic cable at an approximate cost of $40 million, 
but is for a system cables and/or broadband radio facilities extending to the 
south and west as well as to Europe. The cost of such a cable program is esti- 
mated by OCDM would approximate $200 million. Even assuming that it could 
be accomplished in part by radio, there is no reason to anticipate any substantial 
reduction in cost. In addition, the telegraph industry needs money for research 
and development, as well as for the creation of new plant. 

It has been suggested that A.C. & R. might obtain the necessary capital to 
meet foreseeable requirements from its parent company, ITT, and that RCA 
Communications might call upon its parent, RCA. The committee’s attention is 
invited to the fact that 42 percent of the A.C. & R. stock is in the hands of the 
public and that there are an estimated 15,000 individual stockholders in addition 
to ITT. Furthermore, ITT itself has many thousands of stockholders, as does 
RCA. In the light of the fact that foreign administrations will not duplicate, 
not to mention the problems of the existing highly competitive situation and 
the unsatisfactory earning record of the international telegraph carriers, it is 
entirely irrational to expect either parent company to consider additional invest- 
ment of such magnitude. Under existing conditions, no such investment could 
possibly be justified in the eyes of the stockholders. By the same token, the idea 
of interesting outside capital in any individual competing international telegraph 
carrier for the amount of the investment required is beyond conception. 
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The creation of Government-owned facilities has been suggested as an answer 
to the defense requirements; but even assuming that Government construction 
and ownership of communications facilities is desirable public policy, it should 
be noted that it is no answer to maintaining competition in the communications 
field or strengthening the competitive stimulus for the international telegraph 
earriers. Nor would subsidy provide a stimulus for research, development, and 
the service improvements which are expected from competition. Furthermore, 
subsidy is not a practical answer to the problem. In a field of seven American 
telegraph carriers there would arise first the question as to how many of those 
carriers should be kept in competition through the subsidy. To subsidize one 
or two would make it impossible for the remaining companies to compete on an 
equal basis. Further, if you subsidize more than one, you would still be faced 
with opposition to the creation of duplicate facilities at the foreign ends of the 
circuits with matching expenditures by the foreign administrations. 

Another suggestion has been that it might be possible to permit combinations 
short of merger, that is, to permit a combination of the telegraph carriers to 
create new broadband facilities through some form of pooling arrangement with 
respect to capital investment and use. You will note from attachment B that 
the suggestion is not a new one, and was in fact discussed at the meetings be- 
tween the United States and United Kingdom delegations during 1956. In our 
view, the result of such arrangement has been properly characterized on the 
record as “subterfuge” and is fully answered by the FCC letter of April 20, 1959, 
to the committee as creating “the very merger which is the subject of legislation 
under consideration without any of the safeguards for the public interest which 
are now embodied in the bill and the Commission’s suggested amendments.” 
The concept of combinations short of merger might be applied if the problem 
were the sole one of creating a single transatlantic cable, but that would not 
meet the need of the international telegraph industry. The program for the fu- 
ture must look toward all areas of the world; and if combination takes place 
with respect to new facilities to the east, south, and west, then the result is a 
de facto merger, no matter what name is given it. 

One remaining alternative which has been suggested is the possibility that the 
international telegraph carriers could continue to individually compete among 
themselves and with A.T. & T., the U.S. Post Office, and our foreign competitors, 
through the use of A.T. & T. present and planned broadband coaxial cables. 
In support of this approach to the problem, the letter application from A.T. & T. 
to the FCC dated April 8, 1959, has been introduced into the record. In that 
letter the A.T. & T. has asked authority “to lease channels to the international 
telegraph carriers, for use by them in rendering common carrier telegraph or 
other nonvoice communications services over transatlantic cable facilities.” 
That application has been the subject of correspondence between the telegraph 
earriers and A.T & T. and the FCC, and is a pending matter before the FCC. 
It is not our intention to try before this committee an active issue before the 
regulatory agency. However, since the record as it stands would mislead the 
committee on this point, we attach hereto, as attachment D, the subsequent ex- 
change of correspondence concerning this matter. 

It will be observed that A. C. & R. has urged that the lease arrangements go 
beyond the “nonvoice” limitation embodied in the A.T. & T. lease offer. Although 
we have no desire to enter the international voice communications field, we con- 
sider it essential to be permitted to enter into the alternate-use field if we are to 
retain our position with respect to record communications. The Department of 
Defense has advised you that it will have in the future no requirement for purely 
“record” communications and that the facilities it requires must be made avail- 
able for alternate voice and record use. If the international telegraph carriers 
cannot provide alternate use, they cannot meet the requirements of the Depart- 
ment of Defense. It will be noted also from attachment D that A.T. & T. does not 
consider it reasonable or appropriate that it be required to permit such alternate 
use of its facilities by the international telegraph carriers in competition with 
A.T, & T. Whether A.T. & T. is right in its position or the international carriers 
in their position, it is apparent that the A.T. & T. application for authority to lease 
does not answer the telegraph carriers’ problem. 

That application also has been cited to show willingness of the foreign admin- 
istrations to enter into arrangements with the international telegraph carriers 
for the use of the coaxial cables for telegraph or other nonvoice communications 
services. A.O. & R. queried A.T & T. as to{|whether the coaxial cable coowners 
abroad “would be agreeable to handling all forms of record. communications 
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through such leased channels with our companies” and was advised that, while 
the foreign administrations “indicated general agreement with the proposal that 
the leased channels be used for record communications, no details were discussed 
with them concerning the form of such communications.” In order to clarify 
the situation, we asked our London manager to “explore as expeditiously as 
possible whether BPO (the British Post Office) would agree to meet us with telex 
if we leased such a channel.” The answer was as follows: 

“Position as seen here is that A.T. & T. with approval their partners in TAT 
have now agreed subject to FCC approval to enter into long-term contracts with 
other carriers for the leasing of half-voice channels in TAT cables (by half 
channels is meant up to midpoint in distance of cable so to speak) and that TAT 
have further agreed that these channels may be put to any telegraph purposes 
(public message leased channel, telex, etc.). The BPO’s position with regard to 
meeting all services except telex is that it will connect up with the lessee on a 
50-50 basis provided they, the BPO, become the operating correspondents in the 
United Kingdom of the new lessee. With regard to telex, BPO will agree to this 
use also provided the three interested parties RCA, UW, and ACR come to some 
agreement by which there is a ‘common entry’ within the United States to the 
U.S. telex network (by U.S. telex network is meant the combined services of 
ACR, ATT, RCA, and WU telex networks).” 

It is apparent, therefore, that even under a lease arrangement with A.T. & T. 
the international telegraph carriers will have to effect some form of combination 
in order to make use of the coaxial cable facilities of A.T. & T. for customer-to- 
customer services such as telex. 

All of the foregoing suggested alternatives are halfway measures which cannot 
be expected to solve the future problem of the international telegraph carriers 
if that industry is to remain a genuine competitive factor in the communications 
field. None of the alternatives offer any real hope of strengthening the interna- 
tional telegraph industry. We must conclude that there is no adequate alternative 
to permissive merger legislation if the benefits of compeition are to be issued for 
the future to either the Government or public users. 

One further factor which has been brought to the committee’s attention by 
various witnesses is the matter of safeguards to protect the public interest in 
general, the position of individual carriers which may or may not wish to 
enter into a merger, and the employees of carriers which do propose to enter 
into a merger. Insofar as such safeguards have been specifically presented 
through proposed modifications of the bill before you, they are discussed in 
attachment E hereto. With respect to the general subject of safeguards for 
the public, we do wish to note that the FCC already has statutory authority 
and responsibility to assure that rates, services, and facilities of the carriers are 
such as are required to serve the public interest. There can be no change in 
rates, no diminution in service, and no abandonment of existing operations 
without FCC approval. With respect to the protection of individual carriers 
which may or may not wish to enter into merger arrangements, here again we 
believe the FCC has adequate authority and responsibility to prevent injury 
to individual carriers by unfair competition on the part of any merged com- 
pany, The bill before you is permissive; and it is recognized that certain of 
the carriers, particularly those with specialized forms of service or limited 
operating areas, may not be interested in merger. Certainly there has been no 
suggestion that such carriers should be forced into a merger or that the situ- 
ation after merger should permit their being forced out of the competitive field. 
With respect to the protection of employees, it is our view that the provisions 
of the bill are generous. With respect to all safeguards of these various types, 
however, we do not oppose such modifications of the bill as the committee may 
find to be appropriate and necessary to provide reasonable protection. 

In conclusion, we wish to bring to the attention of the committee the fact 
that the bill before you is believed to be in the public interest and essential to 
the future health and welfare of the international telegraph industry by (a) the 
Federal Communications Commission, which has the regulatory responsibility 
in the field; (0) the Department of Defense, which has the largest stake in 
use of the international telegraph system for defense purposes; (c) the Office 
of Civil and Defense Mobilization, which is deeply concerned with international 
communications policies; and (d) four of the seven American international 
telegraph carriers. The bill has been opposed by (@) the Department of Jus- 
tice, which has no direct responsibility for, or user interest in, the present or 
future health and welfare of the international telegraph industry and such 
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opposition has been based entirely upon general antitrust theory which has not 
been applied to any other phase of public utility operation; (b) one of the 
smaller carriers, which operates within a very limited area and is fundamentally 
concerned with assuring its future position as an independent competitor; and 
(c) labor unions which represent employees in the telegraph field, and the 
primary concern of such unions is the protection of the employees. We sug- 
gest that the question of protection is one which goes to the language of the 
bill rather than to the merits, and further, that there is no national antitrust 
policy against permissive merger legislation in such field. Accordingly, we urge 
that the committee accept the views of those who are responsible for, and must 
live with, the international telegraph business. 


ATTACHMENT A 


Recap of leased circuit revenue, year 1958 
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Excerpts FroM AGREED MINUTES AND REPORT OF INFORMAL DISCUSSIONS BETWEEN 
REPRESENTATIVES OF THE GOVERNMENTS OF THE UNITED KINGDOM AND THE 
UNITED STATES CONCERNING UNITED STATES-UNITED KINGDOM ‘TELEGRAPH 
SERVICES IN WASHINGTON DuRING May 1956 


Second meeting—Informal discussion United States-United Kingdom telegraph 
services, Washington, D.C., May 17, 1959 


* * * * * * * 


8. Mr. Harvey said that he wished, at this stage of the discussions, to confine 
himself to the principles which might underlie the greater participation by the 
United Kingdom in transatlantic telegraphy rather than the actual measures 
that would be needed if the talks suggested a basis of understanding on these 
principles. The principles were in some important ways connected with the pro- 
visions of new large-capacity cables to which he had made reference earlier; and 
a point that he felt he must make at the outset was that it would not be easy 
for the United Kingdom, on financial grounds, to contemplate greater participa- 
tion intransatlantic telegraphy by entering into a cooperative arrangement in a 
multiplicity of new cables when, from the technical point of view, one large- 
capacity cable would suffice to meet developments that were not catered for by 
the existing facilities. 

a Es * * * oe * 


18. Mr. Harvey stated that the thought behind subparagraph (e) was that 
there might be difficulty on the American side in reconciling the advantages of 
concentrating new communication facilities in single large-capacity cables with 
the maintenance of competition between the different carriers. At first sight it 
might appear that these two factors were incompatible but Mr. Harvey wondered 
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whether this need be so, or whether it might not be possible for individual car- 
riers to compete over circuits in cables in common ownership. 

19. Mr. Harvey stated that the point of subparagraph 3(f) was that, if the 
sort of solution visualized in paragraph 18 was not possible, the question might 
come up of the United Kingdom entering into partnership with one only 
of the American carriers. It seemed to him that such a course could not fail to 
have a reaction on the activities and prosperity of the competing carriers, and 
he invited the views of the U.S. delegations on this point. 

+ * * * « * 2 


Third meeting—Informal discussion United States-United Kingdom telegraph 
services, Washington, D.C., May 18, 1956 


* * * & * x * 


10. Commissioner Webster then asked Mr. Harvey whether he was now in a 
position to elaborate on the second United Kingdom point, that is, the interest of 
the United Kingdom in greater participation in the transatlantic telegraph 
facilities. Mr. Harvey recalled that he had said at the previous meeting that the 
United Kingdom would wish to participate in the provision and operation of new 
telegraph facilities as these were required. As regards existing facilities, he 
had left the matter with a question, namely, would it be best to assume for the 
present purposes that the existing facilities should continue in use without par- 
ticipation in them by the United Kingdom? 

+ * * + * * » 
Fourth meeting—Informal discussion United States-United Kingdom telegraph 
services, Washington, D.C., May 22, 1956, morning session 


* * . € * K * 


23. In commenting on the statement, Mr. Harvey said that it appeared to 
recognize that there were technical and economical advantages in the integration 
of telegraph and telephone circuits in large-capacity cables. Mr. Harvey thought 
that users would expect to find service provided by the means which were 
accepted as being the most economical, and failure to do so would give rise to 
awkward questions about whether the rates of charge were as low and the sys- 
tem as efficient as they could be. But it appeared from what Commissioner 
Webster had said that present organization in the United States was an insur- 
mountable barrier to the provision of telegraph and telephone services in the 
same cable. Mr. Harvey recalled that he had asked at an earlier stage whether 
some means could not be found of reconciling the United States and United King- 
dom systems of organization so that the present competitive basis of service 
provision in the United States might be maintained within the framework of 
combined telegraph and telephone use of large-capacity cables. He hoped that 
something further would be said on this point. 

24, As regards the defense considerations it seemed to Mr. Harvey that these 
had got a little out of perspective. There was no intention on the part of the 
United Kingdom of dispensing with the use of present communication facilities 
or of relying for the future on one cable only. 

s * * + e s ® 


Fifth meeting—Informal discussion United States-United Kingdom telegraph 
services, Washington, D.C., afternoon of May 22, 1956 


* 1 o* * € * * * 


1. Commissioner Webster said that the U.S. delegation had given considera- 
tion to Mr. Harvey’s inquiry at the meeting that morning about whether an 
agreement between the United Kingdom and Commercial Cable Co. with respect 
to “deep freeze” only would be acceptable to the United States. Expressed de- 
fense needs had been the motivating factor for the project which had originally 
been for a cable in the sole ownership of the American company. The U.S. 
Government had been aware from the outset that a cable of this nature might 
disturb the balance between the U.S. carriers but because of the defense needs 
the FCC had given approval to the project in principle in order to allow negotia- 
tions to go ahead. However, the FCC could only proceed on a case-by-case basis 
and was under an obligation to give a hearing to, and to evaluate, the opinions 
of all the interested parties. In giving its agreement in principle to the deep 
freeze proposal, the Commission had accordingly reserved the right to impose 
such terms and conditions as might be required in the public interest. 
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2. Since that time the circumstances had changed, notably in respect of the 
possibility of United Kingdom participation in the project. Depending on the 
nature and extent of such participation and on the way in which the United 
Kingdom dealt with the other carriers, the delicate balance between the U.S. 
- carriers might be affected in different.ways. For example, to take one hypo- 
thetical extreme, the United Kingdom, in entering into the deep freeze project, 
might decide not to renew the landing licenses for the existing cables and to 
terminate the operation of those cables and of the radio circuits. At the other 
extreme, the United Kingdom might, in participating in deep freeze, also offer 
to participate in the existing facilities and to enter into specific equitable under- 
standings with the radio companies about such matters as the division of traffic 
and tolls. There were of course other possibilities between these extremes, and 
the exact effect of any one of them on the interests of the companies could not 
be determined without a full examination. 

8. The United States was interested in having the most efficient system con- 
sistent with its basic philosophy, and deep freeze provided such a possibility. 
If a plan emerged in which the interests of all carriers, including the radio com- 
panies, were safeguarded, a major problem would have been removed. However, 
there was a basic caveat which he must make: The FCC could not reach any 
conclusion until there had been a complete proposal, including provision for 
safeguarding the interests of other carriers, and until it had heard the views of 
all the interested parties. 

% * * * * * 7 


6. Mr. Harvey’s other main reaction to Commissioner Webster’s statement 
concerned the machinery for handling future developments in the United States- 
United Kingdom telecommunication services. What had been said appeared to 
mean that the United Kingdom should negotiate with individual companies about 
any proposal for supplementing the existing services but that the projected re 
sult of such discussion would need to be considered by the U.S. Government au- 
thorities before the proposal could be implemented. Mr. Harvey felt that it 
presented great difficulty for the United Kingdom to be asked to enter into ne- 
gotiations with a company without knowing whether the outcome would be ac- 
ceptable to the U.S. Government. He inquired whether the procedure outlined 
by Commissioner Webster meant that, in relation to the deep freeze project, for 
example, the United Kingdom should enter into negotiations with the other 
carriers about their future operations so that a full picture could be presented 
to the FCC. He thought that the difficulties in this course, having regard o the 
many and important interests concerned, were formidable; and the responsibil- 
ity for such coordination was clearly with the United States and not the United 
Kingdom. 

7. With regard to the deep freeze project, Commissioner Webster had men- 
tioned two extreme possibilities and had indicated that the attitude of the FCC 
would have been very different in the two cases. Mr. Harvey felt this lent 
strong support to what he had just said. The deep freeze proposal had been 
presented to the United Kingdom with the support of the U.S. Government and 
he was now left in considerable doubt whether a contract on that basis would 
in fact have found favor with the U.S. Government agencies. He thought it was 
essential that the United Kingdom should know where it stood before entering 
upon negotiations of this kind. 

* * * * * * * 

9. He noted that Commissioner Webster’s statement had not specifically 
covered the possibility that Mr. Harvey had mentioned earlier of competition 
between individual carriers over circuits in cables in common ownership. 

* * * * * * * 
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* * * * * * * 


8. Commissioner Webster then referred to Mr. Harvey’s inquiry regarding the 
attitude of the U.S. Government with respect to the competitive operation by a 
number of U.S. telegraph carriers in a single large capacity telegraph cable 
which is jointly owned by one or more U.S. carriers on the one hand, and the 
United Kingdom, on the other hand. He stated that the United States does not 
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as a matter of policy foreclose consideration of a proposal of this type, but be- 
cause of the general policy and antitrust considerations involved, would not be 
in a position to give assurances in advance that any particular proposal would 
be approved. He stated, however, that any proposal would, of course, be given 
the best possible consideration and indicated that, in addition to the Federal 
Communications Commission, the views of the Department of Justice would 
have to be sought with respect thereto. 
a * 


* * * * s 


6. Finally, Commissioner Webster referred to the questions Mr. Harvey had 
raised with respect to the six principles Commissioner Webster had outlined 
and which the United States felt should govern negotiations between the PMG 
and U.S. carriers for United Kingdom participation in transatlantic facilities 
or services, as follows: 

Es * * & * * * 


(») Commissioner Webster stated in point 3, the United States has at- 
tempted to set forth general principles designed to preserve equal opportunity 
to U.S. carriers to retain their relative positions with respect to the United 
States-United Kingdom traffic. In answer to Mr. Harvey’s specific inquiry as 
to whether all U.S. telegraph carriers should be given the right to share in new 
facilities, Commissioner Webster said that no definite response could be given 
in the absence of a specific proposal. 

* * * of * * * 


7. Mr. Harvey thank Commissioner Webster for his statement. He was 
grateful for what had been said about the machinery for dealing with proposals 
for new cables. He was not wholly convinced, however, by the statement of the 
difficulties that there would be in securing general clearance in advance by 
the U.S. Government agencies before proposals were put by the companies to 
the United Kingdom; and he could not agree that the existing procedure as 
described by Commissioner Webster had not led to any difficulty in practice. 
Mr. Harvey though that Deep Freeze might be regarded as something of a test 
ease in that respect, and there the procedure had not worked at-all well. One 
of the things which the United Kingdom had had in mind regarding the Deep 
Freeze project—and this was reinforced by what Commissioner had said—was 
the possible effect of the project on the balance between the carriers. If, as 
seemed to be proposed, consideration of the proposal would have to be ex- 
panded to include consideration of the effect on the other carriers the United 
Kingdom would be in great difficulty; it would be attempting to do something 
for which it was not qualified and for which Mr. Harvey felt the responsibility 
lay squarely upon the FCC. He believed that before the United Kingdom 
entered into negotiations of this kind there should be a general basis of under- 
standing that the proposals were not such as were likely to conflict with U.S. 
Government policy. Mr. Harvey had not given up hope that some way round 
this difficulty could be found. 

8. Mr. Harvey was glad to note that further consideration would be given 
to the question of competitive operation by a number of U.S. carriers in a cable 
owned by one or more of these carriers and by the United Kingdom. He noted 
however that Commissioner Webster had referred only to telegraph operation, 
and asked whether consideration could be given to the possibility of the com- 
bined use of cables for telegraphy and telephony, as the United Kingdom had 
suggested. Commissioner Webster recalled his earlier statements in which he 
had explained the difficulties which the provision of telegraph and telephone 
circuits in a common cable presented for the United States; and he said that 
for these reasons the scope of the study could not be expanded as Mr. Harvey 
had proposed. 


- + * « * « x 


Informal discussions on United States-United Kingdom telegraph services, 
Washington, May 1956—Summary statement 


* * * of oK & * 
With regard to the basis of provision of new cables there were important 
differences of view. These differences reflect the differing system of organiza- 


tion for the handling of telecommunications services in our two countries. The 
United Kingdom on the one hand desires to share in the ownership and operation 








244 


of all new cable facilities? and, in the interests of economy and efficiency, con- 
siders that new cables between our two countries should be of large capacity 
providing circuits for both telephone and telegraph purposes: they believe that 
in no other way can the full benefits of modern cable technique be realized. 
The United States on the other hand, while recognizing that there may be 
technical and economic advantages in the provision of telephone and telegraph 
circuits in the same cable, is required by law to maintain the competitive situa- 
tion between the different types of service and among the different carriers 
engaged in telegraph service between the United States and the United Kingdom. 
The United States has so far found this consideration an insurmountable barrier 
to the provision of telephone and telegraph circuits in the same cable, and in 
particular, to the use of the transatlantic telephone cable for telegraph purposes. 
~ * * * * + * 

5. The United States stated that it was its intention to review the measures 
necessary to further the development of the services, in the light of the discus- 
sions, and, in his connection, to consider : 

me * * * * * * 


(6) Whether, consistent with its policy and with the maintenance of its 
competitive organization, the United States could entertain proposals which 
might be formulated to enable several carriers to operate circuits com- 

. petitively in a telegraph cable jointly owned by one or by more than one U.S. 
earrier and by the United Kingdom, thus enabling development to pro- 
ceed with no more investment than is essential. (Note.—The United King- 
dom expressed the view that this study should not preclude the future 
consideration, should this prove practicable to the United States, of cables 
carrying both telegraphy and telephony.) 

* 


* * * 
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ATTACHMENT C 


LETTERS SHOWING FOREIGN GOVERNMENT ADMINISTRATIONS’ POLICY OF OPPOSITION 
TO DUPLICATION OF FACILITIES IN ORDER TO CONNECT WITH MorRE THAN ONE 
U.S. TELEGRAPH CARRIER FOR TELEX 


Country A 
May 7, 1956. 
Mackay Rapio & TELEGRAPH Co., INC., 
New York N.Y. 
(Attention Mr. F. L. Henderson, vice president.) 


Deak Mr. HENDERSON: I beg to acknowledge receipt of your letter dated 
October 26, 1954, and to inform you that I have carefully examined your pro- 
posals. Questions relating to our mutual traffic have often been discussed with 
representatives of your company and the last time I expressed my views to 
Messrs. * * * of your company was on May 26, 1954, the day of the visit of some 
members of the firm * * * to whom I confirmed my views in writing on June 24, 
1954. I am sorry to say that the situation has not changed in the meantime. 
I may once again summarize my views as follows: 

1. There is no need for the establishment of an additional circuit between 
New York and * * * so that the provision of such a circuit would be unremun- 
erative. 

2. No requests for additional leased circuits between United States and the 
* * * have been made nor are any quarters whatsoever know to me who are 
interested in the provision of such circuits. Therefore, it would also be un- 
profitable to invest capital therein. 

It would be unremunerative for me and involve operational difficulties in * * * 
if a separate telex service were operated with each American company on sepa- 
rate circuit groups and separate exchange positions. However, I should ap- 
preciate it if a single group of circuits would be used for traffic with all American 
companies. 

Your letter also contained some proposals for the use of.a new system and in 
reply to these proposals I may inform you that I have instructed the * * * to 
consider the possibilities of use of the multiplex-twinplex system in the existing 


2The United States expressed the view that, in that event, adequate provision should be 
made to safeguard the relative positions of all existing carriers, including full opportunity 
to eee * eir services consistent with developments in the art and the ingenuity of 
management. 
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and any future traffic relations with your company. I shall inform you of the 
results of this examination as soon as it has been completed. 
I have sent a copy of this letter to your agency at * * *, 
With kind regards, 
By direction of the Minister. 


NOvEMBER 18, 1955. 
AMERICAN CABLE & Rapio Corp., 


New York, N.Y. 
(Attention Mr. F. L. Henderson, vice president. ) 


Dear Mr. HENDERSON : Thank you for your information dated October 19, 1955, 
from which I learn that you have signed an agreement with the ATT concerning 
the handling of telex service with TWX subscribers. However, as I have already 
informed you before, the * * * is forced, due to economical considerations, to 
maintain the present situation where one group of circuits only is operated to 
the U.S.A. by means of which the demand of telex communications with TWX 
subscribers can be fully satisfied. 

For this reason I must inform you that it is not intended to take up telex 
oe between the telex network of the * * * and your teleprinter network in 
the U.S.A. 

Please accept, sir, the assurance of my high consideration. 

By direction of the minister : 


Country B 
FEBRUARY 3, 1958. 
Mr. WILLIAM EpGakr, Jr., 
Vice President, Mackay Radio & Telegraph Co., Inc., Paris. 


DEAR Mr. Epcar: With reference to your letter of March 29, 1957, No. 3036-16, 
and of September 16, 1957, as well as to the different personal discussions with 
yourself concerning the eventual establishment, with the Mackay Radio & Tele- 
graph Co., of a protected multiplex radio telegraph circuit between * * * and 
New York, I am writing to confirm the following, which I already communicated 
personally to your representativein * * * Mr. * * *, 

(1) As you are aware, * * *, for many years, has on principle always held 
the view that, for important technical, operational, and economic reasons, 
double circuits should me avoided in the international radiotelegraphic traffic. 
It is indeed evident that the concentration of the traffic on one circuit between 
the two countries concerned, provided it be suitably built up and well adapted 
to the requirements of the traffic, would constitute the only right solution. It is 
known that the FCC also adhered to this standpoint consistently for a long time 
and, especially in consideration of the shortage of frequencies and the economi- 
cal soundness of the operation, refused, on principle, their consent to the estab- 
lishment of double circuits. Only lately the FCC, as a result of certain altera- 
tions in their staff, changed their opinion and agreed to the setting up of the two 
circuits between America and one and the same foreign country (the two concrete 
cases concern * * * and * * *, whereby a new Situation has arisen. In view of 
the wavering attitude shown by the FCC in this question, it is, however, difficult to 
foresee how long this conception will prevail. 

(2) Technically, the splitting up of the traffic and handling it over two dif- 
ferent circuits is, from the point of view of * * * unrational. We have always 
been hoping that this problem, with which we have had to deal repeatedly, 
for many years, would be definitely solved by the formation of the so-called 
merger aimed at by the American companies; it seems, however, that a definite 
decision in the matter is continually postponed. It is beyond doubt—and we 
feel sure that you too will agree with this opinion—that a double circuit necessi- 
tates twice the material, twice the transmitting and receiving plants, and would 
thus cause twice the cost of installation. We have indeed worked out that we 
should have to make a special investment of at least half a million * * *, prob- 
ably more, for an efficient connection with Mackay Radio. 

(3) As regards operation, the first difficulty is the frequency problem. It is 
true that you have offered to let us have two of your own frequencies, so that, 
provided the * * * -Lima circuit be closed and this traffic handled via New 
York, we should have three frequencies at our disposal. However, it is clear 
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that three frequencies would not be sufficient for a circuit such as you propose 
to us, i.e., one capable of competing with the RCA circuit and working through- 
out 24 hours, and that the solution suggested might very soon prove a handicap. 

A second operational difficulty would arise from the necessity of keeping in 
readiness at least 10 well trained operators, in case we are carrying out a 24- 
hour service, and only such a service would enter into consideration if the 
Mackay route were expected to function with the same efficiency as the existing 
RCA circuit. Apart from that, we should certainly encounter difficulties in 
providing suitable working accommodation for a Mackay route, before the 
planned extension of the operating rooms would be carried out. 

Furthermore, the splitting up of the traffic and the handling of the same 
by two different circuits would be met by certain difficulties. Your suggestion 
that the amount of traffic permitted you by * * * could be a proportion of the 
westbound messages equal to the proportion of eastbound messages that you 
send to * * * could not easily be realized, as our customers in * * * are used 
to having their wireless traffic handled over the RCA circuit, with which their 
business partners in the United States of America are in connection. A divi- 
sion of the traffic by the operator in charge of the check would, furthermore, 
cause delays which we would rather avoid. 

(4) Financially, your proposal, despite the greater outlays for material and 
staff which it would entail, is not entirely without interest for us; we indeed 
believe that a certain rise of the receipts might, eventually, result therefrom, 
provided that the commercial traffic could really be handled over the new 
Mackay * * * circuit, and that the present volume of the TEX service between 
United States of America and * * * could be increased thereby. In this con- 
nection we would call your attention to the fact that we shall work the TEX 
circuit from * * * to Buenos Aires and Rio ourselves. On the other hand you 
might eventually be able to hand over to us a certain amount of traffic (originat- 
ing in) from Central America and the northern part of South America. It is, 
however, quite uncertain at present what the volume of this TEX traffic would 
be, especially as the countries concerned will probably not have at their disposal 
an efficient TEX network for sometime to come. 

With regard to the TEX service originating in the United States of America 
themselves, we feel somewhat doubtful as to your being in a position to hand 
over to us a considerable amount of new traffic, because the American users have 
already the possibility, and also make use of it, to exchange TEX calls over 
the RCA circuit with their traffic partners in * * * . Thus it is in this case 
a division of the existing traffic rather than any considerable addition to the 
amount of it, especially as we are on the point of extending the TEX circuits 
with RCA considerably. It is in fact intended to increase the number of those 
circuits, within the next few weeks, in accordance with the measures taken 
already a year ago. 

We have attempted to lay down quite frankly the reasons for which we are, 
at any rate today, not in a position to enter upon your proposal. Even if this 
proposal should offer us additional receipts of 150,000 or at best 200,000 * * *, 
we should not like to put up with the difficulties and uncertainties which are 
described to you in the foregoing pages, especially not in view of the fact that 
an improvement in the technical operation of the commercial telegraphic service 
and the TEX service can hardly be expected therefrom. All the same, you will 
have seen from my statements that, taking into account certain possibilities in 
the TEX service (Central America and northern part of South America), we 
are today no longer prepared to reject the establishment of a circuit with Mackay 
Radio, unconditionally, as we have been doing up till now. According to the 
development of the situation and after the solution of certain problems by which 
we are faced and which we mentioned above, it does not seem excluded that we 
might reexamine the matter, in conjunction with you, some time later on. An 
opportunity for this will easily be afforded during the forthcoming administra- 
tive conference of the UIT in * * * (October-December) ; I feel certain that we 
may count on the presence at this important meeting of some competent repre- 
sentatives of your company. We presume that until then also on your side in 
United States one or the other point in connection with the development of the 
TEX problem will perhaps have been cleared up, which might facilitate to * * *, 
despite all fundamental and material doubts, to meet your wish which we fully 
understand and appreciate. 

I regret being unable to give you a more positive reply today, and remain, with 
kindest personal regards, 

Yours very sincerely, 
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Country C 


DECEMBER 13, 1958. 
Mr. Forest L. HENDERSON, 

Eavecutive Vice President, ACROC, 

New York. 


DEAR Mr. HENDERSON: Referring to our recent exchange of views and to your 
memorandum of October 16 last, this is to inform you that I meanwhile have 
had an exchange of views with * * *. 

As you know, the telex service in * * *, and between * * * and a number 
of countries including U.S.A., is either fully or partly automatized; the con- 
nections are handled via three large automatic * * * telegraph exchanges, of 
which one isin * * * onein * * * and oneat * * *, 

With regard to U.S.A., the telex service could be described for the time 
being as semiautomatic; a subscriber calls by teleprinter number * * * then 
giving the number of the party in U.S.A., whereupon the connection is being 
established. 

Mr. * * * mentioned that the present situation makes it rather difficult to 
work with two companies on the American side; anyhow for traffic from * * * 
to U.S.A. 

At my request to give again serious consideration to the subject matter, he 
has promised to do so; as soon as there will be further news, you will be duly 
advised. 

If and when it would not be possible to come within a reasonable time to 
some satisfactory arrangement, could there then be any attraction for Mackay 
to consider to propose the establishing of lease and telex channels between 
U.S.A. and * * * to be fed by traffic originating on the U.S.-side, with the 
provision that the receiving party in * * * can make use of the connection for 
return-traffic (to the connecting party in U.S.A.) as long as the particular 
connection originated in U.S.A., is on? 

If and when some agreement along these lines could be reached, Mackay would 
have had an opportunity to step into the market on the U.S.-side. 

With kind regards, 


Country D 


Tue COMMERCIAL CABLE Co., 
January 7, 1957. 
Mr. Forest L. HENDERSON, 
Executive Vice President, 
The Commercial Cable Co., New York. 

Dear Mr. HENDERSON: Further my service message 327, below please find a 
translation of the * * * notification of the inauguration of a direct telex circuit 
to Argentina. 

. DECEMBER 28, 1956. 
CIRCULARS TO TELEX SUBSCRIBERS 


Telex Service Between * * * and Argentina 


Telex service between * * * and Argentina will be opened January 2, 1957. 
The connection will be by radio. 

At the start, only calls originating in * * * will be admitted. Of course the 
called correspondent in Argentina will be able to answer directly to the calling 
subscriber once the telex connection is established. 

The * * * not yet being able to put Argentine Telex directories at the disposal 
of subscribers, the latter may call the * * * telex central (telex 0090—telephone 
* * *) to obtain the number of an Argentine subscriber. 


Rates from * * * 


Mininvues . chiavge 200-3: . mR cic ect sncencucine tenants 
ret EIIONIO) INE. cri ein imiciiniccnadunieningemnmets 
WORD O06 BO iccctaisis sentence cusiin nese eee licen eee $12. 06 


What effect this service will have on our Argentine traffic remains to be seen. 
As the cable rates to South America from * * * are relatively high, I am afraid 
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we may eventually see a reduction in our telegraph traffic to Buenos Aires (18 
full rate words to Buenos Aires cost * * * more than a 38-minute telex call). 

In connection with the foregoing, I had a discussion with Mr. * * * on the 
general subject of telex. He explained that the * * * principle was to have 
but one normal outlet to a country and to permit an alternate route such as via 
* * * to Mackay Radio New York only to serve telex subscribers in the United 
States unreachable by the normal route. 

Needless to say I argued against this point of view, but I do not believe with 
any degree of success. 

In the course of conversation Mr. * * * said he would be very interested to 
study and proposal we might wish to make regarding a multiplex circuit to Lima 
for transmission of both telex and telegraph traffic to C. and SA. 

From the FCC statistics for 1955, I see Commercial inaugurated westbound 
* * * messages transiting the United States; how many were destined to non- 
Latin American points I do not know. * * * with direct circuits to Argentina, 
Brazil, and Japan sent * * * messages to RCA destined beyond the United Statse. 
Presumably most of the transit telegrams in both cases were destined to Latin 
America. 

RCA’s revenue for westbound transit traffic was * * * A.C. & R.’s was in 
both directions * * *, It appears to me that if Commercial could continue to 
canvass in * * * for Latin American points, particularly for Argentina and 
Brazil where about 40 percent of our Latin American traffic goes, and if we could 
obtain the * * * Latin American message traffic except to Argentina and Brazil, 
and offer a telex service with a $6 retention via Lima to Peru, Brazil, and Chile, 
if the Lima route were designated the normal one for * * * telex to Canada; 
then a Lima mux circuit might be a paying proposition. 

I do not have the necessary information here to make a detailed study, and 
therefore my conclusion may be far from correct. However, if you think the 
project worthwhile, would you let me know in due course, and I will take up the 
matter officially with Mr. * * *. 

Kindest regards. 

Sincerely yours, 





WILLIAM EpGakr, Jr., Vice President. 


ATTACHMENT D 


AMERICAN CABLE & RADIO Corp., 
New York, N.Y., April 28, 1959. 
Mr. Harorp M. BorkIn, 
Assistant Vice President, Long Lines Department, 
American Telephone & Telegraph Co., New York, N.Y. 

Dear Mr. Botkin: Reference is made to your letter of April 8, 1959, concerning 
your application of the same date to the FCC requesting authorization to use 
your radio relay facilities in connection with your transatlantic telephone cable 
for nonvoice communication. We refer also to various discussions between rep- 
resentatives of our companies concerning the same subject. 

This will advise you that the A.C. & R. companies are very much interested in 
leasing voice channels in your transatlantic telephone cables for record communi- 
cation purposes. At the moment we visualize a need for one voice channel in 
TAT I and one voice channel in TAT II. We cannot, of course, make a firm 
commitment pending resolution of certain of the problems which arise in such 
leasing arrangements. 

It is understood that the arrangement visualized is that of a “perpetual lease” 
with the lessee to share its proportionate part in terms of capacity leased for 
A.T. & T.’s share of the initial and maintenance cost of the cable. For example, 
using TAT I as a basis, we understand that the cost of a perpetual lease at the 
present time would be in the neighborhood of $450,000 with annual maintenance 
costs of approximately $16,000, exclusive of deep sea repairs. To these would be 
added the landline or microwave charges between the Canadian border and New 
York. We realize, of course, that the above-quoted figures are general estimates 
only, and we would appreciate any further information on cost data you may be 
able to make available. 

It is our understanding also that your co-owners abroad would propose to 
retain their interests in the channels leased but would be agreeable to handling 
all forms of record communications through such leased channels with our 
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companies. Such agreement is of course prerequisite to our entering into such 
lease arrangements. ; : 

As you are aware, your applications to the FCC concerning telegraphic use of 
your microwave facilities connecting with TAT have been referred to the tele- 
graph carriers for comment. Enclosed for your information is a copy of our 
reply of today’s date. You will note that we have urged that some method be 
devised which will permit the A.C. & R. Companies to use such leased channels 
for alternate or simultaneous voice and nonvoice use for defense purposes as well 
as for nonvoice use alone. ; ; 

We will be pleased to hear further from you concerning this subject at your 
convenience as the matter develops. 


Sincerely yours, 
B. B. Tower, President. 


AMERICAN CABLE & Rapio Corp., 
New York, N.Y., April 28, 1959. 
Miss MAry JANE Morris, 
Secretary, Federal Communications Commission, 
Washington, D.C. 

Dear Miss Morris: Receipt is acknowledged of your letter of April 10, 1959 
(your reference 9130), attaching one copy each of two applications from the 
American Telephone & Telegraph Co. with respect to nonvoice use of microwave 
facilities, licensed by the Commission for use in connection with transatlantic 
telephone cables. One application requests authorization for the use of the 
A.T. & T. radio relay facilities “in furnishing to the U.S. Government, subject 
to the provisions of legally applicable tariffs, services, or channels which the 
Government requires to be available for alternate or simultaneous voice and non- 
voice use.” The second application requests authority for the use of such radio 
relay facilities ‘in leasing channels to an international telegraph carrier or car- 
riers for use by such carrier in providing common carrier telegraph or other non- 
voice communication service.” 

With respect to the first application, the policy involved is at issue in a hearing 
procedure before the Commission (docket No. 12569) and has been tue subject 
of various letters to the Commission from the carriers affected. For convenience 
and as a part of this reply, we are attaching hereto copies of our letters of 
March 18 and April 22, 1958, concerning the subject. The application involved 
in that proceeding was upon the basis of a U.S. Air Force requirement for one 
telephone channel to be used for alternate data and voice transmission in the 
transatlantic telephone cable. The Office of Civil and Defense Mobilization 
(then ODM) advised the Commission that “The Department of Defense has in- 
dicated that it does not contemplate the leasing of more than one facility at this 
time in order to satisfy the requirement for voice and digital data transmission.” 

The U.S. Air Force letter attached to the instant application states that U.S. 
Air Force, for its own account and as agent for the Department of Defense and 
the other military departments, has a greatly increased requirement varying 
from an immediate need of 5 voice channels to the United Kingdom to a total 
of 50 transatlantic voice channels after December 1962. It is stated also that 
USAF must be afforded complete flexibility, upon a basis of combined or alter- 
nate voice-record use. Furthermore, the Department of Defense, in a recent ap- 
pearance before the Senate Committee on Interstate and Foreign Commerce in 
support of international telegraph merger legislation, has expressed the view that 
a division of record and voice services is no longer consistent with military needs 
and that the present facilities of the international telegraph carriers are not 
technically adequate to meet the current and foreseeable needs of the mnilitary. 
At the same time, the defense witness testified that the present and proposed 
transatlantic telephone cables are the only commercial facilities which will meet 
defense requirements in the foreseeable future. 

Under those conditions, the A.C. & R. Cos. do not oppose the grant of the A.T. 
& T. application for authority to use its radio relay facilities in furnishing for 
defense purposes services or channels which the military require to be available 
for alterna te or simultaneous voice and nonvoice use. 

With respect to the second application of A.T. & T., to lease channels to the in- 
ternational telegraph carriers for nonvoice use, we recommend that the applica- 
ee with the additional authority to lease channels to such car- 

‘ ’ e or simultaneous voice and nonvoice use for defense purposes 
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as well as nonvoice use alone; furthermore, that the Commission urge upom 
A.T. & T. the approval of such principle. 

At the recent ‘merger’ hearings before the congressional committee, the De- 
partment of Defense witness testified that defense requirements of the future 
will be for alternate-use facilities and that “teletype means of communication is 
going to become less and less. We will have less of it. It will be replaced.” At 
the same hearings, the Chairman of the Commission warned of the serious. im- 
pact which the loss of existing defense business would have on the revenues of 
the international telegraph carriers and the even more serious loss of potential 
for future defense business if the international telegraph carriers cannot pro- 
vide the alternate voice-record service needed for defense purposes. There can 
be no question that loss of revenues now derived and to be anticipated for the 
future from fulfilling defense requirements would gravely endanged the health 
and competitive capacity of the international telegraph carriers. 

We do not believe that the Commission should permit a situation to develop in 
which only one international carrier can provide facilities required for defense 
purposes. It is certainly not the intention of the A.C. & R. Cos. to enter the field 
of international voice communication in general, and A.T. & T. has often stated to 
the Commission that it has no desire to enter the field of international record 
communications. However, modern technological developments have created a 
new combination of voice and record communication, and that field cannot be: 
limited to A.T. & T. if the international telegraph carriers are to continue as an 
active competitive element in international communications. 

The problem of alternate or simultaneous voice and nonvoice use presented to. 
the Commission through the applications now before it is nominally limited to 
such uses for defense purposes only. Nonetheless, it is noted that the presently 
stated defense requirement for 50 such channels was a requirement for but 1 
such channel a year ago. There can be little doubt that the same problem will 
extend itself to future communications other than defense. We do not suggest 
that the Commission withhold use of available facilities for defense purposes 
pending solution of the policy problem presented. We do recommend, however, 
that the Commission enter into such investigation or other appropriate procedure 
as may be necessary to find a basis upon which the international telegraph com- 
panies can provide alternate or simultaneous voice and nonvoice services and so 
continue to compete for international communications for both defense and non- 
defense users in the future. 

Very truly yours, 


MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 


JOHN A. HARTMAN, Jr., 
Vice President and General Counsel. 


AMERICAN TELEPHONE & TELEGRAPH CO., 
Lone Lines DEPARTMENT, 
New York, N.Y., April 30, 1959. 
Mr. B. B. Tower, 
President, American Cable €& Radio Corp., 
New York, N.Y. 

Dear Mr. Tower: Thank you for your letter of April 28, 1959, indicating your 
interest in leasing voice channels in the transatlantic telephone cables for record 
communication purposes. 

We are making a thorough check of the situation to determine when we will be 
able to provide the circuits you indicated an interest in obtaining and should be 
able to give you information concerning this in the very near future. In the 
meantime we have under preparation a draft of a lease agreement which will be 
discussed with you as soon as it has been completed. 

In our discussions with the foreign administrations they stated that they 
would wish to retain their interest in the channels, and while they indicated 
general agreement with the proposal that the leased channels be used for record 
communications, no details were discussed with them concerning the form of such 
communications. It was our belief that those matters, together with appropriate 
agreements between yourselves and the foreign administrations, would be some- 
thing you would want to work out directly with them. We appreciate, of course, 
that an agreement with them is a prerequisite to your entering into a lease 
arrangement with us. 

We will keep in touch with you as these matters develop. 

Sincerely, 


Harotp M. BorkIn. 
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AMERICAN TELEPHONE & TELEGRAPH CoO., 
May 15, 1959. 
Miss Mary JANE Morris, e 
Secretary, Federal Communications Commission, 
Washington, D.C. 


Dear Miss Morris: Thank you for your letter of May 5, 1959, with which you 
sent to us for information and comment copies of letters to the Commission from 
American Cable & Radio Corp., Press Wireless, Inc., RCAC, Inc., and the Western 
Union Telegraph Co. The letters do not protest the granting to us of the authori- 
ties we have requested so far as necessary to meet requirements of the Govern- 
ment in cases of military necessity. 

RCAC suggests that authority to us to furnish alternate or simultaneous 
voice or nonvoice service to the Government be limited to cases of military 
necessity. We have no objection to being thus limited, provided this meets the 
requirements of the Government. RCAC also proposes that we be limited to the 
furnishing of broadband channels which are not less than 2.82 kilocycles in band- 
width. We have no objection to being limited to the furnishing of channels over 
which voice can be transmitted, but it is not practicable to limit the bandwidths 
in kilocycles. The channels to be furnished would in no case be less than 
voice grade whatever the precise bandwidths of the channels would be. 

American Cable & Radio and Western Union urge that our request for authority 
to lease channels to them be broadened to include the use of such leased channels 
for alternate or simultaneous voice and nonvoice purposes. As the Commission 
is aware, we have not opposed the use by the international telegraph carriers of 
their own facilities for voice purposes. However, we consider it neither reason- 
able nor appropriate that we be required to permit these carriers to use our 
facilities to compete with us in furnishing voice services. 

Aside from the specific requirements stated in the Air Force letter of April 
2, 1959, which was attached to our application, if future developments should 
indicate that the plans outlined in our two applications do not meet Government 
requirements or if there should in the future be a general reevaluation of the 
services of international carriers, we would be happy to assist in whatever review 
the Commission might wish to undertake in that connection. 

Respectfully yours, 
J. R. RAE. 


FURTHER COMMENTS OF AMERICAN CABLE & RADIO CorP. ON PROPOSED AMENDMENTS 
TO THE COMMITTEE PRINT (IDENTICAL TO S. 4231 OF THE 85TH CONG.) 


A. C. & R. has heretofore submitted to the committee its comments concerning 
the amendments proposed by the FCC. We have proposed one minor amend- 
ment to subsection (b)(1) of the committee print. The following comments 
relate to modifications proposed by other persons appearing before the com- 
mittee and to the comments of such other persons with respect to the amend- 
ments suggested by the FCC: 


COMMENTS CONCERNING WESTERN UNION RECOMMENDATIONS 


A. C. & R. has no comment with respect to the views of Western Union as 
expressed in its paragraphs numbered 3, 5-12, and 17-19. Our comments with 
respect to paragraph 4, which relate to the same numbered paragraph of the 
FCC proposed modifications, have been heretofore presented. We agree with 
the position expressed by WU in its paragraphs numbered 2, 13-16, and 20. As 
to paragraph 1, we disagree with the changes recommended by WU with respect 
to subsections (a) (3), (a) (6), (a) (17), and (a)(18). The effect of the pro- 
posed changes would be to bring Hawaii within the scope of service of the merged 
landline carrier rather than that of international telegraph carriers. The inter- 
national telegraph carriers have operated between the continental United States 
and Hawaii for many years and have established stations and facilities in Hawaii 
in order to provide such service. The rate structure is on an international tele- 
graph basis rather than a domestic telegraph basis. Admission of Hawaii as the 
50th State does not justify changing the entire structure through which its 
communications services have been provided in the past. Nor do we believe it 
is in the public interest to require the international telegraph carriers to cease 
providing service between the continental United States and Hawaii nor to turn 
such service over to the domestic landline carrier simply because of the change 
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in political status. In any event, many further problems are to be anticipated 
concerning the effect of existing statutes on the status of Hawaii as a State, 
and the committee should mot be called upon to resolve such problems through 
enactment of the bill now before it, which relates solely to permissive merger of 
international telegraph carriers. 


COMMENTS CONCERNING RCA COMMUNICATIONS, INC., RECOMMENDATIONS 


A.C. & R. is in accord with the views expressed by RCAC to the effect that 
modifications 4(d) and 10 as proposed by the FCC are not entirely acceptable. 
We have, however, suggested changes in the language proposed by the FCC rather 
than urging retention of the original language of S. 4231 as does RCAC. 
With respect to FCC suggestions 7, 8, and 19, as we have notified the committee, 
such proposed changes are acceptable to A.C. & R. We are in accord with the 
RCAC views concerning FCC proposals with respect to paragraphs 13, 15, 
and 20. 

COMMENTS CONCERNING GLOBE WIRELESS, LTD., RECOMMENDATIONS 


A. C. & R. does not object to the modification of subsection (c) (2) proposed by 
Globe Wireless. 


COMMENTS CONCERNING PRESS WIRELESS, INC., RECOMMENDATIONS 


A.C. & R. believes that the Communications Act at present contains adequate 
safeguards to prevent a merged company, either by agreement with the domestic 
landline company or otherwise, from taking action which would impair the right 
or ability of another international telegraph carrier to compete on fair and 
equal terms. However, we have no objection to the incorporation into the 
committee print of a provision which would protect the competitive position of 
earriers which wish to maintain independent operations and not to enter into 
a merged company. 

With respect to the specific amendment proposed by Press Wireless, Inc., we 
believe it to be too limited, in the sense that it would provide protection only 
for a “carrier the major portion of whose traffic and revenues is derived from 
furnishing service to entities disseminating general information,” i.e., Press 
Wireless, Inc., and not for other international telegraph carriers which render 
a general communications service. On the other hand, insofar as it is intended 
to protect the competitive position of Press Wireless, Inc. the language pro- 
posed appears to be much too broad in that it seems to create for Press Wireless 
a status of a general public service carrier, which is beyond the functions for 
which that company was established and for which it has been licensed for many 
years, namely, a press communications business. Certainly a merged company 
should not be permitted, through agreement or otherwise, to prevent Press Wire- 
less from continuing to serve press users as it does now or to use any device “of 
unfair competition designed to remove Press Wireless from the field.” Con- 
versely, the bill should not expand the scope of the service provided by Press 
Wireless into new fields. 

We believe it to be inappropriate also to write into the legislation language 
prohibiting the regulatory agency from discriminating against any one interna- 
tional carrier. Such prohibitions are often directed against members of a 
regulated industry, but as far as we are aware have never been directed to a 
regulatory agency. There is no basis in the history of FCC regulation to sug- 
gest that the FCC has or would discriminate against or in favor of any of the 
carriers regulated by it. 

For the foregoing reasons we must oppose the amendment suggested by Press 

Wireless, and suggest in lieu thereof, if such a protective provision is deemed 
necessary, a proviso to be added to subsection (d) (2) of the committee print 
(p. 18, line 21), along the following lines: 
“Provided, however, That no consolidated or merged international telegraph 
and/or marine carrier shall enter into any agreement or arrangement with any 
domestic telegraph carrier or with any foreign administration, company, or 
person, which agreement or arrangement has the purpose or effect of impairing 
the right or ability of any international telegraph and/or marine carrier which 
is not a party to such consolidation or merger to compete on fair and equitable 
terms with such consolidated or merged international telegraph and/or marine 
carrier.” 
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COMMENTS CONCERNING COMMUNICATIONS WORKERS OF AMERICA RECOMMENDATIONS 


A.C.&R. is agreeable to many of the suggested modifications of the committee 
print proposed by C.W.A., but finds a number of others objectionable for the 
reasons which follow. Since C.W.A.’s proposals are expressed in general terms 
rather than through specific language, our comments will also be made in 
general terms and limited to those proposals which we oppose. 

With respect to the effective period of the provisions applicable to employees 
generally, we do not object to changing such period from 4 years to 6 years. We 
consider it unrealistic and undesirable, however, to use as a starting date the 
date of passage of merger legislation. At that time there is no reason to 
change the status of the employee from that afforded him under the then ex- 
isting collective bargaining agreements. The appropriate time to make such 
provisions effective seems clearly to be the date on which a merger proposal is 
approved by the FCC and merger is permitted. The provisions of section 223 
are not intended to come into effect in any respect until a merger is proposed, 
so that in any event the earliest date upon which the employee provisions 
should be based would be the date of filing of an application with the FCC. 

We do not agree that the 6-year employee provisions should be extended to 
persons who are of retirement age. To do so would extend to such persons a 
prolonged employment period, beyond that to which they are now entitled 
under the respective pension plans of the carriers. The same reasons which 
justify the establishment of pensionable age now will continue to be applicable 
after merger, and this form of separation from service is a normal part of any 
company’s operations and accounts in part for the attrition which will relieve 
redundancy. With respect to the suggestion that pensionable employees should 
be permitted to elect to take severance pay in lieu of pension, we must disagree 
also. The immediate financial impact of such a suggestion could be a very 
serious one for a newly merged company, since the status of such employees is 
related to pension provisions already made. We believe that the normal proc- 
esses of retirement should be continued in effect in the event of merger. 

A.C.&R. agrees that the bill should offer appropriate protection against any 
reduction in pay, layoff, or any other action to the employee’s detriment as a 
result of, or in anticipation of, merger. However, the carriers, prior to merge, 
must be free to conduct normal business operations and to reassign, lay off, 
or take such other action with respect to the employees as is provided for by 
collective bargaining agreements then in effect. There are many factors, such 
as automation or changes in traffic volume, which may affect individual em- 
ployee requirements or status other than merger or anticipation of merger in 
the period between the enactment of legislation and the approval of a merger 
proposal. 


Senator Pastorr. Now, we are ready for Mr. Thompson Mitchell. 
All right, Mr. Mitchell. 


STATEMENT OF THOMPSON H. MITCHELL, PRESIDENT OF RCA 
COMMUNICATIONS, INC. 


Mr. Mircuetu. Before commencing I would like to introduce our 
vice president and general counsel, Howard R. Hawkins who is seated 
at my right. 

I am Thompson H. Mitchell, president of RCA Communications, 
Inc. I greatly appreciate the opportunity to appear before this Sen- 
ate committee to express the views of my company on the committee 
print of a permissive merger bill of March 10, 1959. 

RCA Communications, Inc. is concerned with the bill as one of 
the international telegraph and marine carriers. It operates a world- 
wide system of direct radio circuits connecting the United States with 
68 foreign countries and with ships at sea. It provides telegraph serv- 
ice directly or indirectly with all parts of the world. 


40287—59——_17 
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In our view, there are sound reasons for this legislation. We believe 
that the enactment of the proposed bill would serve the national 
interest. 

There is no doubt that this country’s international telegraph and 
marine systems are vital to the national security, to the safety of life 
and property, and to the business, political, and social welfare of the 
United States. The developments in satellites and space vehicles and 
in the broad area of international relations emphasize the need wher- 
ever possible to strengthen the international telecommunications sys- 
tem. 
The international telegraph and marine service is a public utility 
business. The companies which furnish the service are subject to 
comprehensive common carrier regulation by the FCC. 

I believe it to be worthy of special note that, in the general field of 
public service, this legislation does not involve a new principle of na- 
tional policy. Many of the statutes enacted by the Congress to regu- 
late public utilities have generally allowed mergers where found to 
be in the public interest. In the utility field, mergers which are in the 
public interest can strengthen the service and result in a superior serv- 
ice at lower cost than that provided by a multiplicity of weaker com- 
panies competing for business in a limited market. 

The principle of permissive merger legislation adds flexibility to a 
regulatory statute and enables the development of logically designed 
systems better to serve the public interest. 

This national policy applies to the telephone companies and the 
domestic telegraph carriers. I believe that the policy has contributed 
importantly to the health and welfare of this Nation’s domestic tele- 
communications system. 

In related fields of public service the national policy has been gen- 
erally applied to the railroad industry, the motor transport industry, 
and the electrical power industry. 

The different treatment of the international telegraph and marine 
industry has made it an exception in Government regulation of pub- 
lic service. The difference in treatment is an anomalous situation. 
We know of no valid reason for this difference. 

A sound national policy to govern the international telegraph and 
marine industry must take into account the requirements of national 
defense and of public service generally. It must safeguard the in- 
terests of labor and investors, assure continued research and improve- 
ment of methods and services, and provide for the proper regulation 
of rates and practices, in the public interest. 

I should like to invite special attention to the fact that the basic 
principle of the proposed bill is in accord with sound policy. This 
bill does not allow just any and all mergers or consolidations. Only 
a merger which conforms to the many safeguards of the bill and is 
found to be in the public interest, after a full hearing, may be author- 
ized by the Federal Communications Commission. 

Provisions have been incorporated to protect the public interest, 
the users of communications services, the employees of the companies, 
the investors in the business, the parties to a merger, and the other 
competing international and marine carriers. 

We have long been on record in favor of the principle of the enact- 
ment of permissive merger legislation. This would create an atmos- 
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phere conducive to the meaningful consideration of consolidations or 
mergers to enhance the financial strength and security of the U.S. 
international telegraph and marine system. 

It is apparent that actual mergers must depend upon the working 
out of agreements by the interested carriers in the public interest and 
a resolution of their conflicting rights and investments. The absence 
of enabling legislation of course precludes a meaningful consideration 
of any particular plan, and a determination of whether the plan would 
comply with the safeguards of the bill and serve the public interest. 

We know as a matter of principle, however, that merger legislation 
has served the national interest in other fields of public service. The 
enactment of such legislation for the international telegraph and 
marine industry would place this industry in a strong position to 
maintain and strengthen its public service for the national defense 
and for other requirements. 

I should like to add that this legislation does not involve the possi- 
ble consolidation of large enterprises. None of the international or 
marine operating carriers is very large in revenue, investment or 
number of employees. 

In 1958 the operating revenues of RCA Communications, Inc., were 
less than four-tenths of 1 percent of the operating revenues of the 
Bell System. 

At the year end RCA Communications, Inc., had only 3,027 em- 
ployees—Bell System had 724,921 employees. The international tele- 
graph industry is also quite small in comparison with other related 
public service industries where mergers have been permitted by 
Congress. 

In addition to the general principle of merger legislation, there are 
special reasons for the enactment of this bill. 

In terms of national policy, this legislation would accord the in- 
ternational telegraph industry more equal treatment with the tele- 
phone industry and with other segments of public service. The tele- 
phone company now enjoys advantages over the international tele- 
graph carriers, because of its greater financial strength, bargaining 
power, and unified position. 

The increasing competition of the subsidized international airmail 
and of unified foreign communications organizations is a serious 
at to the health and welfare of the international telegraph in- 

ustry. 

Pontive evidences of rapid competitive advances are the develop-- 
ment of jet transports and guided missiles for international airmail 
services, and the $250 million British Commonwealth coaxial cable 
project to interconnect all parts of the world. 

The enactment of this bill should promote more effective and con- 
structive competition with the telephone, international airmail, and the 
unified foreign communications organizations, 

The U.S. international telegraph carriers are now at a substantial 
disadvantage in negotiations and dealings with foreign companies 
and government telegraph administrations. 

Most of the foreign nations have unified their external communica- 
tions into a single system, either as a privatley owned monopoly under 
governmental regulation or as a governmental operation. 








256 MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 

It is necessary to deal with these foreign administrations in the day- 
to-day practical operation of an international communications system. 
They control the traffic and have the strategic advantage in the routing 
of traffic, in the divisions of tolls and in other relations. 

They may be selective in their dealings with the several U.S. 
carriers and play off one against the other to the detriment of the over- 
all American interests. 

This unequal bargaining position of the U.S. international 
telegraph carriers in their dealings with foreign carriers is one of the 
basic problems and defects in the present organization of the industry, 
This loss of bargaining position is the natural result of the uneconomic 
competition from duplicative direct circuits which has been introduced 
in the internatonal telegraph field. 

Especially in this developing space age, there is an increasing need 
to improve the existing communications systems and to develop new 
and more comprehensive systems. 

Technological advances have opened up new requirements for cus- 
tomer-to-customer services, for data transmission services, and for 
other international services. The demands for these services are not 
only important, but they seem bound to increase in the future. These 
services require high capacity circuits of maximum reliability. 

It is already clearly evident that new modes of transmission must 
be found to supplement conventional cables and high frequency radio, 
There is not nearly enough high frequency space available to meet 
these growing requirements. 

This need, in turn, poses a serious financial problem for the inter- 
national telegraph industry. Heavy capital expenditures are in- 
volved in the use of new scatter radio systems, satellite radio relays, 
and coaxial cables. 

The ground system for a satellite radio operation comprising two 
stations is expected to cost at least $10 million. This does not in- 
clude the cost of launching and maintaining the satellites. <A coaxial 
cable between the United States and Europe costs $35 to $40 million. 
Other examples could be cited of the high cost of developing new 
systems. 

As I have already noted, the international telegraph industry is not 
very large in revenue or investment. With several indiviual com- 
panies competing among themselves, the ability to develop new sys- 
tems and to extend and improve service is limited by the revenues 
and the financial resources of the individual companies. The enact- 
ment of merger legislation could pave the way for a stronger inter- 
national telegraph industry to develop the new systems and to serve 
the requirements of national defense and other users. 

There is extensive duplication of frequencies and facilities in this 
industry. Since the bill permits either total or partial industry mer- 
= enactment could go a long way to provide a solution for this 

roblem. 
. There is, therefore, need to establish the national policy embodied 
in the proposed legislation. In summary, the legislation would make 
possible the following special benefits. 
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1. Benefits to the national defense and security because a stronger 
and more flexible international telegraph and marine system could be 
available and ready at all times to serve national defense needs. 

2. Benefits to the Government and to the public in promoting a com- 

rehensive and efficient international telegraph and marine service 

tween the United States and foreign countries and ships at sea. The 
deficiencies existing from uneconomic and destructive duplication 
could be eliminated. This would make possible a more logical and 
orderly revision of the rate structure. 

3. Benefits to American investors from a more stable and secure 
industry. The risk position of the international carriers could become 
less precarious, and financing for service improvement and expansion 
could be enhanced on a favorable basis. 

4, Benefits to labor from an expanding and more stable industry. 
A strong and developing industry makes for greater security of em- 
ployment and better compensation to the employees. 5 

The interests of employees must be suitably safeguarded in an 
merger plan. This is necessary not only for the welfare of the indi- 
vidual employees who have faithfully served the industry, but to in- 
sure the continued availability of skilled personnel for better service. 
It is appropriate that the benefits of any merger should not be at the 
expense of labor. 

I am, therefore, much in favor of the employee protection provi- 
sions of this bill. They are both generous and comprehensive. They 
would accord the employees far greater protection than normally ex- 
ists in American enterprise. 

I do not feel that any real problem of excess employees would arise 
in the event of industry mergers. The factors of normal turnover of 
employees, retirements, and necessarily gradual integration of opera- 
tions would solve whatever problems may arise in this respect. 

RCA CoMMUNICATIONS, INC., 
New York, N.Y., May 21, 1959. 
Hon. JoHN O. PASTORE, 


Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DEAR SENATOR PASTORE: This letter is to submit for the record the following 
information, which was requested during my recent appearance before the Senate 
Interstate and Foreign Commerce Committee on proposed legislation to permit 
mergers of international telegraph and marine carriers: 

For the year 1958, RCA Communications, Inc., received $1,119,423 in revenue 
from furnishing leased channel services to the U.S. Government. Of this 
amount, $655,267 was realized from leased channel services furnished in the 
transatlantic area. The volume of this business has increased during 1959, as 
indicated by revenue from the service for April 1959 in the amount of $143,370, 
which is at the rate of $1,720,489 on an annual basis. Of the latter amount, 
$952,438 relates to leased channel services in the transatlantic area. 

In the year 1958, the turnover rate for employees of RCA Communications, 
Inc. was 10.53 percent, excluding messengers. The turnover rate for messengers 
was 76 percent. Therefore, 10.53 percent of the employees, excluding messengers, 
and 76 percent of the messengers left their jobs with this company because of 
resignations, retirements, and similar causes. 

In closing, I should like to express my appreciation for the opportunity to 
present the views of my company before this committee and for the manner 
in which the hearings have been conducted on this important public interest 
matter. 

Respectfully yours, 


THOMPSON H. MITCHELL. 
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The FCC has suggested several amendments to the committee print 
of a merger bill. We are submitting a memorandum of comments on 
certain of these suggestions. We urge that these FCC suggestions be 
omitted or revised as indicated in the memorandum. 

That is all I have. 

Senator Pastore. Any questions? 

Senator Case. Yes. Just a couple. 

Senator Pasrore. Then we have a memo here that will be made part 
of the statement. That will follow at this point in the record. 

(The memorandum referred to follows: ) 


COMMENTS OF RCA COMMUNICATIONS, INC., ON AMENDMENTS SUGGESTED BY THE 
FEDERAL COMMUNICATIONS COMMISSION TO §S. 4231, 85TH CONGRESS, 2D SESSION 


The FCC has suggested several amendments to S. 4231, 85th Congress, 2d 
session, which would permit mergers of international telegraph and marine 
carriers. Our comments will refer by number to the FCC suggestions which 
will be discussed. 


Suggestions 4(d), 7, 8, and 10 


These suggestious would authorize the FCC to require modification of a 
merger plan, and to prescribe terms for another company to become a party to 
a merger, as conditions to FCC approval. These proposals are far-reaching and 
inconsistent with the policy which Congress provided for in sections 221 and 222 
of the Communications Act of 1934, as amended, relating to mergers of telephone 
and domestic telegraph companies. 

The basic principle of S. 4231 and of sections 221 and 222 is that any mergers 
should be permissive rather than mandatory, but that the FCC should have the 
power to approve or disapprove such mergers in the public interest. 

We wholeheartedly agree that the FCC must have the power to approve or 
disapprove proposed mergers in the public interest. In practical effect, how- 
ever, the FCC’s suggestions extend beyond the principle of approval or dis- 
approval of merger plans. They would appear to allow the FCC to rearrange 
private agreements and to promote mergers on terms not requested between com- 
panies with possibly incompatible interests. 

The development of a merger plan involves many complex legal, financial, 
technical and other problems. Two or more companies may find solutions which 
are in the public interest, but the FCC’s suggestions nonetheless would appear 
to allow it to adopt other alternatives. The FCC’s suggestions would be ap- 
propriate for mandatory legislation. However, since the basic concept here is 
permissive merger legislation, we recommend that the original language of 8. 
4231 be retained in these respects. 


Suggestion 13 


This proposal is directed to subsection (d)(2) of the bill, which authorizes 
certain agreements between a merged international carrier and any domestic 
telegraph carrier. The FCC comments that no similar rights are given to un- 
merged international telegraph or marine carriers. It suggests that the sub- 
section should be limited to instances where “all” international telegraph or 
marine carriers had been merged into a single company. 

The practical effect of the FCC suggestion may be to nullify subsection (d) (2). 
It appears uncertain whether all of the international telegraph or marine car- 
riers would be merged into a single company. It might even be impracticable, 
for legal or other reasons, to merge all carriers into a single company, even 
though under common ownership and control. 

The FCC has power to approve or disapprove any agreements pursuant to 
subsection (d)(2). If an agreement is not in the public interest, it may be 
disapproved by the FCC regardless of whether two or all of the international 
telegraph carriers have merged. 

The basic reason for subsection (d)(2) relates to the preceding subsection 
(d)(1). Subsection (d)(1) limits the area of permissible domestic telegraph 
operations of a merged international telegraph carrier. No similar limitation 
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applies to unmerged international telegraph or marine carriers. They are free 
to expand their areas of domestic telegraph operations to whatever extent 
authorized by the FCC. There is no need for prior agreement by such carriers 
with the merged domestic carrier. We therefore recommend that this FCC 
suggestion not be adopted. 


Suggestion 15 


This suggestion would empower the FCC, upon complaint or upon its own 
initiative, to prescribe additions to, modifications of, or limitations upon the 
domestic telegraph operations of any international telegraph or marine Carrier, 
whether merged or not. 

The pickup and delivery of international telegraph traffic constitutes domestic 
telegraph operations. The freedom to engage in this activity is a vital right 
of all international telegraph carriers. To impair or deny this right by im- 
posing limitations could be most serious for the international telegraph carriers. 
To grant regulatory power to close down direct contact with customers would 
be quite a far-reaching step. 

This FCC suggestion would apply to unmerged as well as merged international 
telegraph carriers. It does not appear that valid reasons exist for unmerged 
international telegraph carriers, which have not sought the benefits of this 
section, to be faced with limitations upon their pickup and delivery and similar 
rights to engage in domestic telegraph operations. 

It will be recalled that section 222(a) (5) of the Communications Act of 1934, as 
amended, specifically reserved the right of all international telegraph carriers 
to pick up and deliver international telegraph traffic. This right was carried 
over into S. 4231. Under no circumstances should there be power to take away 
by regulation what the Congress has heretofore specifically preserved for the 
international telegraph carriers. We strongly recommend that this suggestion 
that the FCC be granted power to prescribe limitations upon domestic opera- 
tion not be accepted. 


Suggestion 19 


This proposal would extend the labor provisions of the bill to U.S. citizens 
employed in foreign countries. It would be an extension of an extra-territorial 
character and create possible conflicts with the laws of many foreign countries. 

U.S. citizens on foreign assignments are usually covered by special rates 
of compensation, allowances, and other terms peculiar to foreign service. 
These terms not only differ from those in the United States, but they vary from 
country to country. Practical difficulties would therefore arise in applying the 
rigid labor provisions of the bill to foreign assignments or to employees on for- 
eign assignments who return from foreign to U.S. assignments. 

We would expect a merged company to afford fair and equitable treatment to 
its employees on foreign assignments, but it is recommended that this FCC sug- 
gestion not be adopted for the above reasons. 


Suggestion 20 


This proposal would require a merged carrier to obtain FCC approval to dis- 
continue any direct cable or radio circuit. 

We support the principle that extensions and discontinuances of service to 
the public by a merged carrier should be subject to FCC regulation. This prin- 
ciple has been embodied in section 214 of the Communications Act of 1934, as 
amended, which requires FCC approval to discontinue, reduce, or impair service 
to the public. It is submitted that section 214 contains sufficient authority for 
the FCC to safeguard the public interest. 

This section applies to the telephone and domestic telegraph carriers. A 
standard of regulation should not apply to a merged international carrier which 
is different from the standard which applies to other common carriers such as 
the telephone and domestic telegraph companies. 

The operation of direct radio circuits has always been on a flexible basis. 
These circuits are operated or discontinued depending upon traffic requirements, 
propagation conditions, and other factors affecting the day-to-day operation of a 
radio-communications system. The suggestions thus extend into the area of 
operating practices which may have no effect on service to the public except 
perhaps to improve the service. 
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The operation of international circuits also usually depends upon the agree- 
ment of foreign companies of Government administrations, which are not sub- 
ject to FCC jurisdiction. The foreign operators may decide to reduce the op- 
erating hours or to discontinue circuits operated with an American carrier. 
However, the FCC’s subsection (g) would appear to make it unlawful for a 
merged carrier to discontinue a circuit even though the continued operation 
may be impossible due to action of a foreign-government administration. 

If it is believed that the FCC’s new subsection (g) should be incorporated, 
we recommend that the language be revised to make the subsection applicable 
only to the voluntary discontinuance of circuits which results in the reduction, 
impairment, or discontinuance of service to the public. This may be effected 
by revising paragraph (1) of subsection (g) as follows: In line 3, following 
the word “thereafter,” insert the word “voluntarily”; in line 6, following the 
word “merger,” insert the words “which results in the reduction, impairment, 
or dictontinuance of service to the public.” 

Subsection (g) would also make formal proceedings on any application under 
this subsection mandatory if requested. This may create a situation where 
time-consuming formal proceedings would be required as a matter of law even 
though the proceedings would involve an unnecessary use of time. It seems 
preferable that flexibility be retained in FCC procedures to avoid the holding 
of formal proceedings merely for the sake of holding such proceedings. The 
Supreme Court has made clear that formal proceedings need not be undergone 
where there is no real need for such proceedings. It is recommended that sub- 
section (g) (38) be revised in line 1 to delete the word “shall” and to substitute 


therefor the word “may.” 
We respectifully urge that the text of the FCC’s suggested amendments to S. 


4231 be revised or omitted in the respects stated herein. 

Senator Casz. One of your marine radio facilities is located at 
Ocean County, N.J. 

Mr. Mrrcuett. Yes. 

Senator Casg. Mr. Mitchell, I have had a number of communica- 
tions from people employed there and also from various public munici- 
pal bodies expressing concern about the bill in connection with the 
operation of this station. You say there is no real problem of excess 
employees because employee turnover and gradual integration will 
take care of the problem. While that may be true, generally, I wonder 
if it is true in specific instances. 

While the construction of the coaxial cable might take 4 years and 
therefore it would be a long period, consolidation of these stations 
might occur very rapidly and perhaps there would be in connection 
with this sort of work some unusually difficult problem. 

Mr. Mircuety. Sir, our problem today in the marine field is to find 
enough employees, not to dispose of any excess. There actually is a 
shortage. 

Senator Casr. And that, in your judgment would apply to this 
facility and equal facilities or equal employees would be necessary. 

Mr. Mircneu. Definitely. 

Senator Casr. It would not be in this area that you would expect 
economies to occur. 

Mr. MircHeiyi. Economies might result, yes, but not at the expense 
of employees, I daresay the companies concerned do not have an ex- 
cess of employees in that field as of now even if they were lumped to- 
gether I mean. 
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(The following letter was subsequently submitted for the record :) 


RCA CoMMUNICATIONS, INC., 
New York, N.Y., June 2, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


Deak SENATOR Maanuson: This letter relates to certain suggested amendments 
to the committee print of a bill to permit mergers of international telegraph and 
marine carriers. 

The Western Union Telegraph Co. suggests that “domestic area” be substituted 
in subsection (a) for “continental United States, Alaska, Canada (including New- 
foundland), St. Pierre-Miquelon, and Mexico.” It would define “domestic area” 
to mean “the United States, Canada (including Newfoundland), St. Pierre- 
Miquelon, and Mexico.” The stated purpose is to include Hawaii within the area 
of domestic telegraph operations. However, Hawaii has been historically served 
by the international telegraph carriers because of its geographical separation 
from the continental United States. In this respect Hawaii is like other oversea 
areas of the United States such as Guam, Midway, American Samoa, Puerto Rico, 
and Virgin Islands. The international carriers have heavy investments in facili- 
ties for the purpose of serving Hawaii and other oversea points. Western Union’s 
domestic operations do not serve Hawaii, and it has no facilities for the purpose. 
There is no sound reason to define service with Hawaii as domestic operations. 
Moreover, in view of subsection (d) (1), Western Union’s suggestion would pro- 
hibit a merged international telegraph or marine carrier from serving Hawaii 
even though served by means of facilities of the international carriers. We sub- 
mit that Western Union’s suggestion is clearly impractical and contrary to the 
public interest. 

We also invite attention to the broad scope of the amendment suggested by 
Press Wireless, Inc. This company is a specialized press carrier. It appears to 
us that the extent of its services should continue to be determined by the public 
interest, convenience and necessity. The FCC has ample authority to authorize 
Press Wireless to provide whatever services are in the public interest, as well as 
authority to prevent any unfair competitive practices. This suggestion is there- 
fore not necessary or desirable. 

We appreciate the opportunity to submit these additional comments. 

Very truly yours, 
T. H. MITCHELL. 


Senator Casr. I think, Mr. Chairman, I do not have any other 
questions. 

Senator Pastorr. Allright. Thank you very much, sir. 

Now, I would be perfectly willing—we have reached the end of 
our schedule for this afternoon—I would be perfectly willing to re- 
main here until 4 o’clock if there is anyone else scheduled to testify 
later who wishes to be heard now. 

The Chair hears none and we will recess until Thursday morning at 
10 o’clock subject, of course, to other functions of the committee and 
we will give you adequate notice if that should arise. 

(The communications referred to are as follows :) 

GLOBE WIRELEss, LTD., 
San Francisco, Calif., May 6, 1959. 


Hon. WARREN G. MAGNUSON, 
U.S. Senator, Senate Office Building, Washington, D.C. 


Deak SENATOR MaGnuson: Attached hereto is a memorandum of Globe Wire- 
less, Ltd. in support of legislation to provide for the permissive merger of inter- 
national telegraph and/or marine carriers. 

I should like the committee to know that I was in Washington for the pur- 
pose of personally stating our position at the hearing which was scheduled 
April 28 and 29. It is regretted that because of economic and other factors I 
could not remain in Washington for the delayed hearings nor return again from 
San Francisco to testify in person. 
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It is therefore respectfully requested that the attached memorandum, together 
with this letter, be read into the official record of the hearings of your com- 
mittee. 

Very truly yours, 


MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 


J. E. Mortarry, 
Assistant to the President. 


MEMORANDUM OF J. E. Moriarty, ASSISTANT TO’ THE. PRESIDENT, GLOBE WIre- 
LESS, Lrp., AN INTERNATIONAL TELEGRAPH AND MARINE CARRIER, IN SuUPpPoRT 
OF LEGISLATION TO PROVIDE FOR THE PERMISSIVE MERGER OF INTERNATIONAL 
TELEGRAPH AND/OR MARINE CARRIERS 


Globe appreciates the opportunity to present its views on the proposed legis- 
lation being considered by this committee. 

Globe has operated as a common carrier for over 25 years except for approxi- 
mately 2% years during World War II, when its facilities were taken over by 
the U.S. Army. Globe presently operates radio circuits between its facilities 
at San Francisco, Calif.; Honolulu, T.H.; Manila and Cebu, Philippines; and 
New York, N.Y. It also operates circuits with foreign entities at Taipei, 
Taiwan; Shanghai, China; and Havana, Cuba, and to other world points through 
connecting carriers 

In an attempt to keep this statement as short as possible, we shall deal with 
only the primary issues which appear to be in controversy. Generally, we 
agree with the Federal Communications Commission testimony. We, in fact, 
wish to command Chairman Doerfer and the Commission for their knowledge 
and understanding of the industry conditions and future problems. The Com- 
mission’s testimony urging favorable action on this proposed legislation now, 
before chaotic conditions confront the entire industry, is an example of fore- 
sight and understanding. However, we believe the legislation should provide 
additional protection for the small carrier. Although we believe Globe would 
receive fair and equitable consideration from the larger carriers in event of a 
merger, we propose amending the proposed legislation on page 10 by deleting 
lines 21, 22, 28, and 24, and lines 1 and 2 on page 11 and substituting the follow- 
ing: 

“Commission shall, if within ten days after the expiration of such ninety 
days the carrier submitting the statement pursuant to this paragraph (2) shall 
have intervened in the proceeding, and requested the Commission so to do, re- 
quire, as a condition to consummation of such merger, that such carrier be 
included as a party thereto upon such terms as the Commission shall find to be 
fair and equitable among the carriers involved and in the public interest.” 

This amendment simply provides that a small carrier if it so desires must 
be allowed to participate in a merger and if the carriers are unable to agree on 
fair and equitable terms then such shall be determined by the Federal Com- 
munications Commission. 

The industry today finds itself in a tight squeeze between the Government- 
subsidized airmail on the one side and the powerful public-utility monopoly 
of A.T. & T. on the other. Up to now, our industry has done a creditable job 
of competition. However, with the advent of the jet airmail and new broad- 
band transoceanic cable facilities of A.T. & T., our industry can no longer 
maintain competition within itself without being strangled. For example, 
in the recent FCC Docket 11953, it was shown that the average capitalized 
plant of all international carriers, 1951 through 1957, was $55,544,000. The 
A.T. & T., within the past 3 years, has laid an Atlantic cable and a Pacific 
cable at a cost of approximately $80 million. These cables are directly competi- 
tive with the international carriers services and, in addition, offer services 
in the record communication field that none of the international carriers now 
have or could individually finance. We feel there must be more competition in 
the field of international communications than just between A.T. & T. and 
airmail. To provide this competition the proposed legislation must be enacted. 

The Justice Department has indicated that airmail is not a serious threat 
to the telegraph industry. We should like to point out in terms of reasonable- 
ness that at the present time on the streets in San Francisco are special mail- 
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poxes for handling of jet mail to New York. With this type of special han- 
dling, delivery could be made in Honolulu, for example, in from 6 to 8 hours. 
We pose the question as to who will pay 1014 cents per word for night-letter 
telegrams when faster service can be obtained for an airmail stamp. Night- 
letter service presently accounts for 39.7 percent of the carriers public-message 
business to Honolulu. 

“The Justice Department indicated there is no urgency for the enactment of 
this legislation. This statement in my opinion shows that the Justice Depart- 
ment has not made a comprehensive study of the industry, investigating the 
trend and changes in the service in recent years and projected them even to the 
near future, but has looked only at the present apparently satisfactory rate of 
return. Our 1958 results show a loss of over $100,000. This condition exists 
in our opinion primarily because of the very facts we are trying to point out 
which favor the legislation. Important among these is the problem confront- 
ing individual carriers in dealing with Government-controlled communications 
monopolies in most foreign countries. Globe has been unsuccessful in its 
efforts to convince any major foreign country that it should allow Globe to 
enter competition with the present carriers. 

With the advent of telex and leased channel service in recent years, the mes- 
sage-traffic volume has stagnated. Since Globe earnings from message traffic 
have not provided adequate funds for equipment modernization, we have been 
unable to compete in the telex and lease-channel fields. 

Our present financial picture reflects exactly what must happen to the other 
international telegraph companies if they are forced to continue competition 
among themselves as well as against A.T. & T. and airmail. The process began 
with the closing of the Commercial Pacific Cable Co. in the Pacific. It appears 
we are the next to be headed in the same direction—to be followed surely by 
the others. A single strong merged company is the only way competition can 
be preserved. If the telegraph carriers must fight to a finish to determine the 
survival of the fittest, the one surviving company will be weak and battered 
as was Western Union in 1948. Certanly it will be no fit competitor for A. T. & T. 

The only other point of opposition which is apparent to us is that of the 
unions in maintaining that many employees will be jobless if a merger is allowed. 
May we submit that in our opinion the unions opposing this legislation are con- 
cerned primarily with a jurisdictional problem. The proposed legislation 
provides adequate job protection. Normal attrition due to retirement, death, 
and shift of employees to other fields of endeavor and normal growth of a strong 
competitive company will eliminate loss of jobs. On the other hand, a real 
danger in job loss will result if the merger is not consummated. 

We urge the committee to act favorably on the proposed legislation and to do 
all possible to aid enactment at this session of Congress. The jobs of our 
approximately 250 employees are in jeopardy as we cannot continue under the 
present deteriorating conditions for many more years. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D.C., April 15, 1959. 
Subject : Merger of International Telegraph & Marine Carriers (Committee Print 
S. 4231, 85th Cong.) 
Hon. WARREN G. MAGNUSON, 
US. Senate, 
Washington, D.C. 

Dear SENATOR MAGNUSON: We understand that hearings re the above will 
continue on April 28-29, and that the Mackay Radio & Telegraph Co. and RCA 
Communications representatives will be heard. As you know, these two com- 
panies own and operate a majority of U.S. coastal marine telegraph stations, 
and account for over 90 percent of the marine-telegraph traffic. 

Merger of the marine-telegraph carriers is obviously involved in the merger 
question and for this reason the ocean-steamship industry is greatly interested. 
We sought to discuss this subject at a recent meeting of our industry telecom- 
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munications committee but found it was not possible to have an intelligent ex- 
amination of the matter, primarily because there is so little information avaij- 
able. In evaluating this subject it is essential for us to be informed of the plans 
for disposition or consolidation of the marine-telegraph stations, together with 
the other services which these organizations now perform for the steamship 
companies. 

Under the circumstances, we wish to urge you to see that this aspect is brought 
out at the forthcoming hearing. In the event such information is not forthcom- 
ing in the direct testimony, we would hope that it would be specifically requested 
by you in order that it be made available. 

Sincerely yours, 


MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 


E. C. PHILLIPs, 





U.S. SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
April 29, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D.C. 

DEAR SENATOR: I enclose herewith a letter dated April 11, signed by Mr. H. G, 
Hopkins and others, relative to the proposed merger of the international cable 
companies. 

I would appreciate your consideration of and your advice on the suggestions 
made in Mr. Hopkins’ letter pertaining to employee protection. 

Thanking you for your attention in this matter and with kindest personal 
regards, I remain 

Yours faithfully, 
SPEssaRD L, HOLLAND, 


MraMI BeEacad, Fua., April 11, 1959. 
Hon. SPEssarRD HOLLAND, 
Senate Chamber, Washington, D.C. 


Deak Sig: Hearings are being conducted before the Interstate and Foreign 
Commerce Committee regarding merger of international cable companies. 

We, the undersigned employees of Western Union International Communica- 
tions, have a combined total of 159 years’ service and are all very much con- 
cerned about our pension if this merger is permitted. Under present conditions 
we will all be retiring on pension within the next 1 to 4 years. 

For various reasons we doubt very much if this merger should be allowed, 
but if in your opinion you think it should be permitted, then we respectfully 
request you to make sure proper safeguards are written into the bill protecting 
the present cable pension rights and benefits of the employees of each company 
concerned. 

For employees’ protection we wish the following to be inserted in the bill: 
“For all years of service in the Western Union and the acquiring company up 
to the date of the adoption of a new plan by the acquiring company pursuant to 
any collective-bargaining agreement all pension, health, disability, or death 
benefits shall be accorded based upon those years of service for Western Union 
and the acquiring company and calculated on the applicable Western Union 
Cable system plan; for all years of service in the acquiring company after the 
adoption of a new plan the benefits for those years shall be based on the new 
plan. If the new company or the acquiring company, for any reason, cannot 
pay these pensions, then the Western Union Telegraph Co. shall be liable for 
all pensions to former Western Union employees based on their service with 
Western Union Cables.” 

Very truly yours, 


H. G. Hopxins. 
J. D. McCoLuium. 
T, L. WILLIAMS. 


H. P. Cox. 
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U.S. SENATE, 
COMMITTEE ON THE JUDICIARY, 


March 18, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Washington, D.C. 

DEAR WARREN: Constituents of mine, representing the American Communica- 
tions Association, have contacted me expressing their fears over possible large- 
scale unemployment which they feel would result from mergers which would be 
made possible by the enactment of legislation similar to S. 4231 of the 85th Con- 
gress. They contend that several international telegraph and marine carrier 
companies will merge if this measure becomes law, with the result that many of 
their workers will lose their jobs. 

It is my understanding that your committee is planning to hold hearings on 
proposed legislation in this connection on March 19. This letter is written to 
express my interest in this problem—without taking a position as to the merits 
of the arguments on either side of the question—and to request that the unem- 
ployment repercussions of such legislation be fully studied by your committee 
in the course of its hearings. 

With appreciation for your courtesy in this matter, and with kind personal 
regards, I am, 

Very sincerely yours, 
KENNETH B. KEATING. 


SOUTHAMPTON, N.Y., April 25, 1959. 

Dear SENATOR Macnuson: I feel certain that you will reach a decision, in the 
present hearings relative to permissive merger legislation for the international 
communications companies, compatible with the best interests of the American 

ople. 

The following is herewith presented for your consideration: 

1. As a worker of 30 years’ service with the A.C. & R. Co., I can predict 
that up to 50 percent of the workers in all the involved companies will be 
laid off. 

2. As a naval reservist of 17 years’ service, holding the rank of commander 
and specializing in naval communications, I feel that a merged company will 
close down much of its plant, lay off great numbers of skilled communicators, 
which will jeopardize efficient defense communications, which require many well- 
dispersed channels with trained personnel. 

8. As a citizen of 51 years of age, it pains me to think that our already un- 
pardonable unemployment problem will be augmented by upward of 2,000 addi- 
tional people, together with a predictable inefficiency of service similar to the 
result of Western Union-Postal Telegraph merger. 

Very truly yours, 
KennetH D. ToMKINSON. 


SouTHAMPTON, N.Y., April 26, 1959. 
Senator WARREN G. MAGNUSON, 
Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D.C. 

Dear Siz: Recently additional material concerning Committee Print No, 1, 
merger legislation in the case of American Cable & Radio, Radio Corp. of Amer- 
ica Communications, and Western Union Cables, has come to my attention. 

It is claimed by the Defense Department that a merged international tele- 
graph industry would be better able to cope with their requirements and also be 
in a better competitive position. I am sure that if the Defense Department will 
acquaint the existing separate companies with their requirements that those 
companies have the resources to take care of the situation. The research-and- 
development departments of these companies can, I believe, come up with the an- 
swers to any problems the Defense Department may pose. In my opinion the 
resources of the existing separate companies are more than adequate to meet 
competition from foreign-government-owned communications systems, 
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Following are my answers to some of the FCC Chairman’s arguments for 
merger on pages 2 and 3 of his statement. 

(1) The companies in question already operate non-message-telegraph services, 

(2) The companies in question already have this costly equipment, have ex- 
panded, and can expand their facilities further. 

(3) The problem of duplicate equipment and channels as related to foreign- 
government-owned communication systems is one of free enterprise versus non- 
free enterprise. If these countries wish our business they should be willing 
to provide the facilities to get it. 

(4) The companies in existence have already developed these techniques and 
are adding to and improving them in addition to developing other new techniques, 

(5) Existing cables should be modernized or replaced with more modern ones, 

(6) Nonmessage teletypewriter provides instantaneous service from business 
office to business office. Straight rate messages, in most cases, should reach 
public users within an hour of the time of filing. 

The same things that the FCC Chairman thinks could happen to separate 
companies could possibly happen to a merged company, if the adverse situa- 
tions he speaks of should occur. 

With the resources of its parent company (ITT) to draw on, is not A.C. & 
R.—to cite an example—capable of modernizing existing ones, or laying new 
cables and also to finance expensive new equipment? 

The FCC Chairman speaks of the reliability of tropospheric scatter as a 
means of over-the-horizon communications. If I am wrong, I will stand correct- 
ing, but it is my understanding that weather conditions cause the tropospheric 
layer to shift, which could cause a shift in the way in which the radio waves 
would scatter. This could conceivably cause this means of communication 
to be affected adversely. It seems that to date A.T. & T. is the only company 
which has built a tropospheric scatter system, but I am sure that the other 
companies in question are quite capable of building such a system. 

May I refer you to an opinion of the U.S. Department of Justice, Office of 
the Deputy Attorney General, dated March 20, 1959, which I believe in many 
respects agrees with my views on the inadvisability of a merger. 

The Office of Civilian Defense and Mobilization appears to think that busi- 
ness would be lost to the proposed British Commonwealth coaxial-cable sys- 
tem. May I again refer you to the opinion of the U.S. Department of Justice, 
Office of the Deputy Attorney General, dated March 20, 1959, in regards to this 
proposed British system. 

The General Services Agency seems to think that rates would not be affected. 
At present rates are kept from going exorbitantly high, even though they are 
almost uniform, because if rates did get so high that business started falling 
off, one of the separate companies could lower their rates to regain lost busi- 
ness. If a merger were permitted this check on excessively high rates would 
be removed. It naturally follows then that the Government is at present 
benefiting by competition in that a check against very high rates is in existence. 

During the first quarter of this year Western Union Telegraph Co. had a 
net income of $3,470,000. Their estimated March net income is $1,530,000. 
These figures were given out by Walter P. Marshall, president of Western Union, 
at the annual stockholders’ meeting. This does not look to me like a company 
that is suffering from broadband cable competition. Why cannot some of the 
part of the net income which is retained in the business be used for gradual 
modernization of the cables of their subsidiary Western Union Cables. 

If the organizations in question wish to lay new cables, they do not have to 
merge to accomplish it. Oil companies band together without merger, to lay 
pipelines, each one assuming a proportionate share of the cost. Is it not pos- 
sible for cables to be laid in the same manner? What is to prevent traffic of 
each company from being piped into the same broadband cable or cables? 

I hope you will give consideration to the foregoing when Committee Print 
No. 1 is brought to a vote. 

Thank you for your time and attention. 

Very truly yours, 
Max N. BLACKWELL, 
Member, Local 1174, Communications Workers of America. 
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AMERICAN MERCHANT MARINE INstItTuTE, INC., 
Washington, D.C., May 22, 1959. 
Subject: Merger of International Telegraph and Marine Carriers (Committee 
Print S. 4231, 85th Cong.). 


Senator WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

DeAR SENATOR MaGnuson: The American Merchant Marine Institute is a 
shipowner organization representing some 50 American steamship companies. 
Our members operate vessels of all types into and out of U.S. ports on all three 
coasts in our domestic and foreign trades. The steamship industry is a substan- 
tial user of the communications services of the international telegraph carriers. 
Because of their worldwide operations the shipowners are large users of the 
international (point-to-point) service; their ships furnish the mobile end of the 
maritime (coastal station) circuits. 

The question of merger of the international carriers has received some atten- 
tion within our industry. To the extent we have been able to evaluate the 
views expressed, we find an aversion to the principle of merger. This stems 
from a belief that monopoly leads to reduced service, a tendency to Government 
control, the potential hamstringing of communications in times of labor diffi- 
culty, and the reduction of technological incentive. Perhaps the greatest objec- 
tion, however, is caused by the fact that any merger of the major international 
carriers creates a question of what happens to marine operations. 

The two major international radiotelegraph carriers own and operate a 
majority of the commercial coastal (marine) telegraph stations of the United 
States, and account for over 90 percent of the marine telegraph traffic. Thus, a 
merger of the international carriers would result in a virtual monopoly of the 
marine telegraph service used by U.S. shipping. These marine operations, in 
turn, would be but a small activity within the international telegraph combine. 
We are greatly concerned over the implications of this. 

We do not believe that the marine service should be included in any merger 
of the international carriers. The international carriers serve the public; the 
marine stations serve ships. In contrast to the high-volume, point-to-point 
operations of the international carriers, the marine service involves communica- 
tions with hundreds of ship stations which are constantly changing their loca- 
tion. Manual transmission methods, problems of watchkeeping, the ability to 
contact a specific ship or coast station when desired, all dictate the necessity 
of a specialized type of operation peculiar to the marine service. Separate 
stations and facilities (including separate radio frequencies) are also required. 
Moreover, the marine radio companies presently perform station licensing and 
other services for the steamship companies, including the development, furnish- 
ing, and maintenance of marine electronic equipment. We find an area of great 
uncertainty as to what will happen to these services. These factors point up 
the necessity of keeping marine operations separate from any merger of the 
international carriers. 

For the above reasons we wish to record our objection to the principle of 
merger. In the event merger of the international carriers should be inevitable 
we would prefer that the marine operations be left out of any such consolidation. 

Sincerely yours, 


ALVIN SHaPtIRo, Vice President. 


(Whereupon, at 3:22 p.m., the committee adjourned until 10 a.m., 
Thursday morning, May 14, 1959.) 
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MERGERS OF INTERNATIONAL TELEGRAPH AND 
MARINE CARRIERS 


THURSDAY, MAY 14, 1959 


U.S. SENATE, 
CoMMITTEE ON INTERSTATE AND Foreign COMMERCE, 
Washington, D.C. 
The committee met at 10 a.m., Senator John O. Pastore presiding. 


Senator Pastorr. We are ready to proceed, gentlemen. 
Mr. Marshall. 


STATEMENT OF WALTER P. MARSHALL, PRESIDENT, THE WESTERN 
UNION TELEGRAPH CO. 


Mr. Marsuatri. Mr. Chairman, my name is Walter P. Marshall, 
president of Western Union. 

Senator Pastore. Proceed, Mr. Marshall. 

Mr. Marsnatu. I appreciate the opportunity of appearing here and 
giving this committee our views on the legislative proposal contained 
m the committee print, dated March 10, 1959, which is identical to 
S. 4231, introduced by Senator Magnuson at the close of the last ses- 
sion of Congress. 

At the outset I should like to point out that under the terms of this 
bill Western Union cannot become the merged international telegraph 
carrier. The Domestic Merger Act of 1943 which permitted Western 
Union to acquire the Postal Telegraph System and thus become the 
only company in the United States providing telegraph service to the 

neral public, contained a provision for the divestment by Western 

nion of its international telegraph operations. This provision m 
effect imposed on the Federal Communications Commission the obliga- 
tion of requiring that Western Union exercise due diligence in bring- 
ing about divestment of its cable properties as promptly as the com- 
pany reasonably can. 

The original Senate bill, S. 2445, as introduced in 1942, contained a 
balanced legislative program. On the one hand, it permitted the 
merger of domestic telegraph carriers with the accompanying pro- 
vision that the merged domestic carrier divest itself of its international 
telegraph operations. On the other hand, it provided for merger of 
international carriers with the accompanying provision that the 
merged international carrier divest itself of its domestic telegraph 
operations. The provisions for international telegraph merger were 
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dropped solely because the Navy Department objected to merger of 
international carriers during wartime. At the time Western Union 
merged with Postal, the company recognized that the prohibition 
against international telegraph merger would make divestment of its 
international telegraph operations difficult and perhaps impossible. 
This had been indicated in the testimony Western Union had offered 
at hearings on the bills. 

In subjecting itself to the divestment provision, however, Western 
Union anticipated that international merger would be permitted when 
the war emergency was over. That expectation has not yet been 
realized. 

The result has been, as forecast, that the merged domestic carrier, 
Western Union, has been unable, practically speaking, to comply with 
the divestment provision. That merger in the international tele- 
graph field would afford the only practical and feasible means by 
which it could comply with the divestment provision was recognized 
by this committee more than 12 years ago. On February 7, 1947, the 
Senate Committee on Interstate and Foreign Commerce submitted a 
report, Senate Report 19, of the 80th Congress, Ist session, in which 
the committee expressed its belief that— 
in fairness to Western Union and in the interest of strengthening this communi- 
cations company so that it can offer a better service to American users, the 
Congress should * * * either eliminate from the law the provision which pre- 
vents the Western Union Co. from carrying on fully and freely its international 
business by cable, or expedite legislation providing for merger of international 
earriers so that the cables may be transferred to such carrier. 

I think that is right. I believe that Congress should do one thing 
or the other. 

The Federal Communications 

Senator Pastore. In order to put it more concisely, you feel that the 
order for divestment of your international cables is predicated upon 
the provision that would allow other international carriers to merge, 
whereby they could absorb your international cables? 

Mr. MarsnHatu. That is right. 

The Federal Communications Commission in its report approving 
the domestic merger recognized that the field of qualified purchasers 
for Western Union’s cable system was extremely limited, and this 
has been borne out by the company’s experience in its endeavors to 
sell the cable system to someone not now in the business. 

It is true that recently, stemming in large part from the trend of 
many companies to diversification, Western Union has been able to 
interest several corporations which are not communications carriers 
in a possible acquisition of our cable system. As a result, Western 
Union on February 10, 1956, entered into a memorandum of under- 
standing with the American Securities Corp. for the sale of its cable- 
system properties to that company. I should point out, however, that 
this is only a preliminary agreement, and that the execution of a de- 
finitive contract cannot take place until after the occurrence of sev- 
eral important conditions, including a satisfactory disposition of 
Western Union’s 1911 lease of half its cable from the Anglo-American 
Telegraph Co., a British company, which lease extends to the year 
2010. 
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Senator Pastore. Before you get off that point, Mr. Marshall, if 
you had the opportunity of selling your interest to other existing in- 
ternational cables, should this law pass, wouldn’t this situation be im- 
minent here as well as there ? 

Mr. Marsuaty. No. 

Senator Pasrore. I want you to get that in the record, why not? 

Mr. Marsuauu. Because the American Securities Corp. have said 
that they agree with merger in principle, and that in the event they 
owned the cables, instead of the Western Union, they would seriously 
consider merging. 

Senator Pastore. If they were allowed to merge ? 

Mr. Marsuauu. Oh, yes. Provided there was legislation. 

Senator Pasrorr. You see, you raised a point here: 

Including a satisfactory disposition of Western Union’s 1911 lease of half of 
its cables from the Anglo-American Telegraph Co., a British company, which 
lease extends to the year 2010. 

Mr. Marsuauu. That is right. 

Senator Pastore. Do you have an international problem connected 
with this disposition or divestment of your international cables? 

Mr. MarsHaty. Well, the lease provides that Western Union is on 
the lease, including the landlines, the whole Western Union, so that 
to get the landlines off the lease in the event of divestment of the 
cables by any means satisfactory settlement would have to be made 
with the Anglo-American Telegraph Co. 

There have been preliminary negotiations by the American Secu- 
rities Corp. with the Anglo-American Co., looking to satisfying what- 
ever requirements they want. 

Senator Pasrore. And is the attitude at the present moment an 
optimistic one that some agreement can be reached ? 

Mr. Marsuatu. Oh, yes; it is a matter of price. 

Senator Pastore. Isee. You may proceed. 

Mr. MarsHatu. In another development in this connection, the 
Federal Communications Commission on July 10, 1958, ordered West- 
ern Union to submit, by December 31, 1958, a plan of complete divest- 
ment “by any method permissible under the then existing statutes.” 
The same order required effectuation of the plan within 6 months 
after the Commission approved it. Believing that the Commission 
had exceeded its powers under the act, the company petitioned the 
U.S. Court of Appeals to review the Commission’s order and the 
appeal was argued before the court in March 1959. While no decision 
has been handed down, and the order has been stayed pending such 
a decision, the case serves to emphasize the problems Western Union 
faces in endeavoring to dispose of its cable system. 

Western Union urges the adoption of the bill your committee is 
considering, since it believes such legislation would make possible a 
feasible solution of the divestment problem. 

There are compelling reasons supporting the adoption of inter- 
national merger legislation apart from the divestment provision of 
the Communications Act. These reasons, in my opinion, were ably 
set forth in the statement presented before this committee on March 
19 by Chairman Doerfer, of the Federal Communications Commis- 
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sion, and in the Commission’s memorandum of April 20. I should 
like to comment particularly upon Mr. Doerfer’s conclusion that— 

There are certain major events which have taken place in recent years which 
have convinced the Commission that the relatively favorable position of the 
presently competitive international telegraph industry cannot continue much 
longer. 

Senator Pastore. Let me see if I understand you correctly, Mr. 
Marshall, for the purposes of the record. 

Do I assume that the position of Western Union is precisely this: 
You are supporting this legislation of merger because it will assist 
you in divesting your international cables, a divestment that will be- 
come more possible if the merger legislation is passed, but that West- 
ern Union has no intention of becoming a party to a merger of inter- 
national cables after the legislation passes; it 1s merely to assist you 
in divesting and not to become a partner in a holding of an interna- 
tional cable? 

Mr. MarsHatu. That is correct. 

Senator Pastore. That is correct? 

Mr. Marswatu. Yes, sir. 

Senator Pasrorr. In other words, you want to get out of the 
business ? 

Mr. Marsuatu. That is right. 

Senator Pastore. And the best way you can get out of the business 
is by selling what you have got in international cables and you can 
best sell it and carry out the intent of the original law by this legisla- 
tion whi’h will make a merger possible? 

Mr. Marsuaru. That is correct. 

Senator Pasrore. Proceed. 

Mr. Marsuatu. Mr. Doerfer then listed several major factors bear- 
ing on economic and competitive developments which are adversely 
affecting or threatening the security of the international telegraph 
industry, pointing particularly to what he termed— 
the vulnerability of earnings because of the growing importance of non-message- 
telegraph services, especially leased-circuit services. 

We subscribe to his conclusions and his list of factors supporting it. 
It is a fact, unfortunately, that the present apparently sound, eco- 
nomic health of the Western Union cable system derives in a major 
degree not from the growth of international message services, but 
rather from a presently lively demand for leased international cir- 
cuits, preponderantly military and governmental. Radio and tele- 
phone cables share in this demand. Had it not been for such leased- 
cable business, amounting to more than $214 million during 1958 for 
Western Union, our cable-system earnings would have been only 
$463,000, representing a return of less than 214 percent on invested 
capital. I am sure I need not point out to this committee that so low 
a rate of return would make ‘it impossible to raise capital to build 
new cables or to improve existing facilities. Nor is the situation of 
the Western Union cable system unique in this respect. 

Senator Pastore. In other words, are you saying that even though 
your contract with the governmental services is only a fraction, a very 
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small fraction, of your overall business capacity, the fact of the matter 
is that it does spell a material balance in your profits as being a return 
of 214 percent, without the business, as against what percentage on 
your return with the business? 

Mr. MarsHat. Close to 8 percent. 

Senator Pasrors. Close to 8 percent ? 

Mr. Marswatu. Yes, sir. 

Senator Monroney. Isn’t the 8-year average 8.6 percent? 

Mr. MarsHatt. Yes, sir. 

Senator Pastore. In other words, if you would lose this govern- 
mental business for one reason or another your return would drop 
from 8 percent to 214 percent ? 

Mr. Marsuatu. That is right. 

Senator Pastrorr. Almost a difference between profit and loss? 

Mr. Marsnaty. That is just about right. 

Senator Pastore. All right. 

Senator Monroney. Could I ask a question right there? 

Senator Pastore. Yes, sir. 

Senator Monronery. You are talking about the total Government 
business ? 

Mr. Marsuatu. Yes; primarily lease. 

Senator Monroney. Isn’t actually the fact we are talking about this 
coaxial-cable business where it is going to be automatic transmission 
of technical data, and things of that kind? I heard the hearings the 
other day. Nobody thinks that the Government is going to stop 
wires concerning illness, or casualties, or normal dispatching which 
is a pretty heavy part of your load. You don’t carry very much of 
this highly technical data processing on things of that kind, do 
you’ Your wires are not capable of carrying it? 

Mr. Marsnatu. That particular stuff is not yet in. We have Air 
Force leases today, which represent a big part of our revenues, and 
should the Air Force transfer those over to the telephone cables, 
taking broadband, if they want, we would lose all of that revenue and 
that would reduce our rate of return down to 214 percent. 

Senator Monroney. But it would be possible, particularly if legis- 
lation by this committee, where the A.T. & T. would be compelled 
> ace you some space or capacity of their coaxial cables; isn’t that 
so ? 

Mr. Marsuatt. Yes, sir; I will get to that, sir. 

Senator Monroney. Fine. Thank you. 

Mr. Marsuatu. The Federal Communications Commission pointed 
out, in its memorandum of April 20 to the committee, that: 

Net operating revenues of the three major telegraph carriers, the A.C. & R. 
group, RCAC and Western Union Cables, before Federal income taxes, were 
about $9.5 million in 1958, Total leased-channel revenues of these carriers in 
the same period were slightly over $6.8 million, or more than 70 percent of net 
operating revenues before Federal income taxes. 

To emphasize the immediacy of the danger with which Western 
Union and the other international carriers are faced, in the loss of 
the Government leased-wire business, I need only quote what the 
Department of Defense witness said on March 20, 1959, when he ap- 
peared before this committee : 
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* * * It now appears that the present facilities of the international telegraph 
carriers are not technically adequate to meet the current and foreseeable needs 
of the military in that they are unsuitable for high-speed digital-data transmis. 
sion. Provision of adequate facilities requires an aggressive research-and-devel- 
opment program and the economic health to permit the industry to capitalize on 
new developments in modernizing its facilities and techniques. The alternative 
is eventual loss of revenue from the military. It is our understanding that such 
loss could have significant impact on the economic health of the several com- 
panies involved. 

Senator Pasrorr. Before you get to that let me see if we understand 
this correctly for the record. 

Are you saying that of these international groups, of the $914 mil- 
lion that they do in business—is that military business or is that over- 
all business ? 

Mr. Marsnatt. That is the net operating revenues from all business, 

Senator Pastors. From all business ? 

Mr. MarsHatu. That is right. 

: Senator Pastore. That of that they have to expend 70 percent in 
eases 

Mr. MarsuHatu. No; of that net of $914 million, 70 percent comes 
from leases, Government leases. 

Senator Pasrorr. From Government leases? 

Mr. MarsHatu. Yes, sir. 

Senator Monroney. Could you give us a breakdown on what part 
of that is cable and what part of it is radio, or an approximation? I 
don’t expect it to be exact. Apparently from my quick view of this 
there is a tremendously lot more of this business, at least showing on 
the net profit, that is coming in from radio than is coming in from 
your cable services. 

Mr. Marsnatu. I can’t give you that breakdown, Senator. 

Senator Monronry. Well, let me ask you. I have the earnings, the 
8-year average earnings, of the A.C. & R. group, All American has $13 
million earnings, roughly. That is rounded out. Now, that is a radio 
group, is it not ? 

Mr. Marsnatu. Radio and cable. 

Senator Monroney. Do they have cable, too? 

Mr. MarsHatu. Yes, sir. 

Senator Monroney. Commercial Cable is all cable? 

Mr. Marsnatu. That is part of the A.C. & R. group. 

Senator Monroney. I know; but, you see, we get these figures, and 
we hear about the terrible, terrible conditions of deficit of the Com- 
mercial Cable, and how bad they are doing, that their 8-year average 
is a deficit, and then we find out that on the combined A.C. & R. grou 
their earnings have been nearly 6 percent over the past 8 year period, 
and then we find out, in the cross-examination of some of these wit- 
nesses, that the A.C. & R. group has within its power of dispatching 
to keep Commercial Cable in a deficit position any time they want 
to. When you go to a joint filing office they decide how a message 1s 
routed unless the customer demands that it goes by cable, and I 
couldn’t be less sympathetic with the salty tears that are being shed 
over A.C. & R. when they show a big profit in their Mackay Radio 
of 19.9-percent earnings, 6.2-percent earnings over 8 years with All 
American and then come in here and say “Look, how poor we are.” 
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Poor old Commercial Cable is in a deficit position when they are the 
ones who can keep it in that deficit position. 

Mr. Marsuatt. That is correct. 

Senator Monroney. So what I was trying to determine is the earn- 
ings of this group, which appear to be quite substantial for all car- 
riers, and yet, aside from the cable companies, the radio companies 
seem to be doing pretty well. 

Mr. Marsuatu. Well, of course, we have no radio. We just have 
cable. 

Senator Monroney. And I think you made an 8-year average of 
$16,344,000—average over the 8-year period ? 

Mr. Marsnauu. Before taxes. 

Senator Monroney. Before taxes. 

Mr. MarsnaAtyi. That is right. 

Senator Monroney. Go ahead. 

Senator Pastore. Any further questions? 

Senator Monroney. No; but I wish some of your experts could help 
us out to break down the situation, since you say that the leasing is 
70 percent of your net operating revenues of all the major telegraph 
carriers; to get back to the excuse for this is to have money enough to 
build coaxial cables. 

Mr. MarsHary. Well, our total revenue from leases amounts to 
about $214 million. I don’t know the breakdown of the other com- 

anies. 

, Senator Monronry. You gave us a rounded figure on all the in- 
dustry. What I am trying to do is separate that into radio and cable. 

Mr. MarsHatu. Yes, sir. 

Senator Monronry. To see what it is. 

Mr. Marsuatu. I haven’t got it. 

Senator Monroney. Is there still leased facilities in radio as well 
as in cable? 

Mr. Marsuatu. That is right. 

Senator Pasrorr. Well, this statement that you read, the statement 
is the statement made by the Federal Communications Commission, 
is it not? 

Mr. Marsnatu. That is right; which is not available to me. 

Senator Pastore. Is Mr. Monroney asking for a breakdown of that 
in the record ? 

Senator Monroney. I wish they would submit the estimate. 

Senator Pasrorr. Of course this gentleman tells us they don’t have 
radio facilities. You just have cables? 

Mr. Marsnatu. That is right. 

Senator Pastore. Now, the question arises that this other break- 
down can be rendered by the other people who have already testified 
here. They are in this room, are they not? The two companies that 
testified here the other day are in this room ? 

Now, will you please give us the breakdown? Can you give us the 
breakdown? 

Mr. Tower, you operate both in radio and cable, do you not? 

Mr. Tower. We do. 

Senator Pastore. Can you give us the breakdown that Mr. Mon- 
roney requested ? 
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Mr. Tower. I can’t give it right off. 

Senator Pasrore. Can you furnish it for the record ? 

Mr. Towrr. I shall be glad to submit it. 

Senator Pastore. Now, Mr. Mitchell, you are from RCA ? 

Mr. Mrrcuett. Yes, sir. 

Senator Pasrore. You operate both in cable and radio, do you not? 

Mr. Mitcuety. No, sir; wedo not. Radio alone. 

Senator Pastors. Just on radio alone? 

Mr. Mircuetu. Yes, sir. 

Senator Pastore. All right. Therefore, you have — rendered 
for the record your figures on this phase that we are now discussing? 

Mr. Mitcuety. If we haven’t we will submit whatever figures are 
desired. 

Senator Pasrore. Very well, sir. 

Is that all right with you, Senator Monroney ? 

Senator Monroney. Yes, sir. I think it is necessary to have that 
breakdown because the whole motivation of necessity for setting up a 
monopoly is on the basis that they have to have technical services to 
have a coaxial cable, and the leasing factor being: 70 percent, I would 
like to know just what the percentage is on radio, which no one has 
even argued is necessary for monopoly because of the technical ad- 
vances and the ability of one company to keep modern. 

Senator Pasrorr. Proceed. 

Mr. MarsHatu. May I respectfully draw the committee’s attention, 
in this connection, to the testimony that has already been presented b 
the Federal Communications Commission and other witnesses, wit. 
respect to cables that have been laid in recent years by the telephone 
companies, and to references to other telephone cables which are now 
in the course of construction or in the planning stage. Chairman 
Doerfer testified concerning the dangers to the international telegraph 
carriers inherent in this situation in describing their leased-channel 
revenues as “relatively unstable,” and in pointing out that “a large 
proportion of the leased-channel revenues comes from United States 
Government customers, particularly the Defense Establishment,” with 
emphasis on the fact that such Government leases are subject to can- 
cellation on 30 days’ notice. He pointed out, too, to the fact that— 
There is also pressure for the authorization of integrated voice and record 
services which in many instances the telegraph carriers cannot now supply. A 
grant of such authorization to a nontelegraph carrier naturally deprives the tele- 
graph carrier of the revenues it had been realizing from the furnishing of the 
telegraph portion of the integrated service. 

To underscore the imminent hazard of losses to Western Union and 
the other international carriers in the governmental leased-wire field, 
T should like to quote some excerpts from a letter sent to the Federal 
Communications Commission on April 8 by the American Telephone 
& Telegraph Co., requesting authority to use radio-relay facilities be- 
tween Portland, Maine, and the Canadian border in furnishing trans- 
atlantic services or channels for alternative or simultaneous voice and 
nonvoice use by the Government. A complete copy of this letter is 
being filed with the committee as an attachment to this statement. 
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The U.S. Government, through the Air Force, has requested the American 
Telephone & Telegraph Co. to provide communication channels, using present and 
proposed transatlantic cable facilities, from points in the United States to points 
in the United Kingdom or in other countries served through such cable facilities. 
The requirements are given in a letter from the Air Force to the company dated 
April 2, 1959, a copy of which is attached. 


The basic requirement is for broadband channels which may be used as such 
or which may be subdivided into narrower channels, such subdivision to be 
entirely under the control of the customer. The Air Force requires that a total 
of 96 kilocycles bandwidth be available beginning in December 1961, in the form 
of conventional 2.8-kilocycle channels or in combined bandwidths up to 48 kilo- 
cycles. Prior to that date channels of conventional bandwidth will be accept- 
able. Any of the channels must be usable for carrying combinations of com- 
munication service such as voice, data, and teletypewriter or any other tech- 
nically feasible form of communication, any of which forms of communication 
may be encrypted. The Air Force has emphasized in discussions that there 
must be complete flexibility, under the control of the Government, in the sub- 
division and use of any of the required channels for any form of communication 
at any and all times. 

The present and proposed transatlantic telephone cables are the only com- 
mercial facilities which will meet these requirements of the Government in the 
foreseeable future. 

Incidentally, the Justice Department indicated that the A.T. & T. 
by another letter to the carriers dated April 8, 1959, has expressed its 
willingness to lease facilities in its transatlantic cable to the tele- 
graph carriers. I should like to point out that the facilities so leased 
would be limited to telegraph or other nonvoice usage only and, 
accordingly, would not go far enough to enable the international car- 
riers to compete with the telephone company for alternate voice usage, 
which is basic to the requirements of the Air Force, and would 
basic with nongovernmental users as to this type of seryice as this 
type of service expands in the commercial field. 

Thus it should be obvious that the A.T. & T. proposal by no means 
can be construed as an alternate to merging in meeting the problems 
outlined to this committee. 

The Justice Department also referred to a statement by the Depart- 
ment of Defense, the representative indicating that the bulk of their 
foreseeable requirements through 1962 time period, can be made by 
leasing channels from the commercial companies. 

I should like to emphasize here that the only commercial company 
in a position to meet these requirements at the present time is the 
telephone company, and possibly to a limited degree certain radio 
companies. 

Senator Monroney. Now, sir, when the Air Force was in, and all 
of our Department of Defense, they rested their whole case on the 
transmission of data—data processing. 

Mr. MarsHauu. That is right. 

Senator Monroney. I don’t remember a word being mentioned, and 
I presided over those hearings, about there being any voice involved 
that they were unhappy, or that there was any great need for it, that 
there was any need from the cable companies to transmit voice. It 
was all telegraphic. 

I can’t see how, if you are entitled to lease for the data transmis- 
sion, it would be telegraphic, would it not, and it would be in the 
field in which you are equipped to perform for the military ? 
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Mr. MarsHauu. Well, much of the data processing uses voice to 
monitor, and with respect to the Air Force, their definite demand 
was for wide-band channels to be used by them as they see fit. In 
other words, they could break it down into teletypewriter, voice, 
data proceeding, or anything, and when you get beyond the straight 
teletypewriter, there is nothing the commercial companies can do. 

Now, the present proposal of the telephone company, that they will 
lease us channels in these cables, places the limitation on it that it 
cannot be used for anything but nonvoice use, which automatically 
bars, for example, data processing with voice monitoring, and alter- 
nate use, such as provided for in the proposed agreement with the 
Air Force. 

Senator Pastore. In order to just clarify, without any comment 
on it, I will read this for the benefit of the witness and Senator Mon- 
roney, if this is the point. This is the statement that was made the 
other day by the Department of Defense, by Col. Wilbur W. Bailey. 
It says: 


Inasmuch as point-to-point communications is one of the prime factors in 
reaction capability no effort is being spared-to improve and modernize point-to- 
point communications. Reaction time of our military forces is being reduced 
by the widespread use of electronic computers to assist in command decision 
making. SAGE is an example of this. The electronic computers are integrated 
and literally talk to each other over modern communications network. This 
has been made possible by also applying electronomic computer components and 
techniques to the communications system itself. In order for such an in- 
tegrated system to function efficiently, it is essential that interconnecting com- 
munications channels be of the bandwidth quality and reliability not currently 
available from the resources of the international telegraph carriers. 

In addition, the system cannot, by its design, distinguish between voice and 
record communications. All information flow in the system, whether computer 
to computer, voice, facsimile, teletypewriter, or slowed-down video, is converted 
to a binary digital data form at the source and transmitted at high rates of 
speed over the communications channels. 


Mr. Monroney ? 

Senator Monroney. I have nothing further. 

Senator Pastore. All right, sir. 

Mr. Marsnatu. Certainly, no single entity among the various 
American cable and radio-telegraph companies can possibly hope to 
compete on its own with the unified telephone system in providing 
facilities of the kind required to meet all present and foreseeable 
future needs, and involving, as the FCC Chairman testified, very 
large amounts of capital expenditures. As the Commission pointed 
out in its memorandum of April 20, in— 

* * * financing a facility of this type, the cost, approximately $40 million, ex- 
ceeds the present net plant of any international telegraph carrier. 

Even a merged international telegraph carrier will find the compe- 
tition rough, especially in view of the fact that transatlantic tele- 
phone cables already in service or under construction are only 50 

ercent owned by the American telephone carrier, and 50 percent by 
oreign governments. Thus it is not only a matter of American in- 
ternational telegraph carriers competing with an American telephone 
carrier, but also of competing with foreign governments as well. But 
a unified international] telegraph industry can at lease bring to bear 
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the combined financial, technical, and managerial resources of the in- 
dustry in this direction. 

Such a strengthening of the international telegraph industry could 
make enormous additional strides in advancing the state of the art. 
What Western Union has done in this respect, on its own, and despite 
the straightjacket imposed by the divestment requirement, makes an 
impressive record. Let me cite you just a few of the areas in which 
my company has made outstanding technological advances in the 
international field: 

Western Union was the first company to use so-called loaded 
cables, in which a thin ribbon of special alloy is wrapped around the 
copper core. These cables increased transatlantic transmission speed 
fivefold. 

Our company pioneered in the development and application at 
cable terminals of vacuum tube amplifiers which increased the capac- 
ity of older cables by 40 percent and made it possible to change from 
traditional cable-code operation to modern multiplex printer opera- 
tion. 

The first submerged telegraph repeater was developed by Western 
Union and installed in a transatlantic cable in 1950. These repeaters 
have since been installed in all of the company’s nonloaded trans- 
atlantic cables, tripling their capacity. Incidentally, continuing re- 
search has determined that a submerged transistorized repeater is 
feasible; it will be smaller than those now in use, provide longer life, 
and add greatly to present cable capacity by permitting multiple in- 
stallations on a single cable. 

Western Union is the only company so far to apply the varioplex 
principle to cable operation, providing a mufltiplicity of subchannels 
to obtain a greatly increased number of simultaneous direct tele- 
printer connectioons in its international metered communication 
service (IMCO). 

As a result of the increased capacity of our cables, resulting from 
the various improvements just outlined, we have been able to lease 
cable printer channels to various Government agencies and branches 
of the armed services. I might add, as evidence of our success in de- 
veloping new methods and advanced techniques in cable operation, 
that we have sold cable terminal equipment and engineering services 
to competitors and other international carriers, including the Alaska 
Communications System. 

As some further indication of the added benefits through con- 
tinued technological progress which merger in the international field 
would make possible, I would point out to this committee that the 
merger of Western Union with Postal Telegraph provided the basis 
for complete mechanization and modernization of the national tele- 
graph system, now the world’s finest and most modern telegraph net- 
work; for the introduction and expansion of facsimile, with more than 
86,000 Desk-Fax (facsimile machines) now in active service in this 
country, far exceeding progress with this ultramodern communica- 
tions medium in any other country; the inauguration by Western 
Union in 1947 of the world’s first commercial microwave beam sys- 
tem for handling communications; for the application of frequency 
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modulation techniques, perfected by Western Union engineers, to 
carrier transmission, which enabled the company to provide more than 
3 million miles of added telegraph channels of superior reliability; 
for Western Union’s progressiveness in the design of private wire and 
data processing systems now serving the needs of Government and in- 
dustry; and for many other advances in the telegraphic art which 
have made for more effective competition with the telephone and air- 
mail services. 

I would like to emphasize especially my company’s view that, with- 
out unification of the international telegraph industry, there can be 
no guarantee of strong and truly effective competition in the inter- 
national field. Instead of a large number of carriers, wasting most of 
their energies as at present in competing with one another, a unified 
international telegraph system would be far better able to compete 
with the already unified domestic-overseas telephone system and with 
international airmail service. 

The competitive threat of international jet airmail service cannot 
be discounted. Chairman Doerfer correctly cited, as one of the fac- 
tors leading to the Commission’s doubts about the maintenance of 
the present relatively favorable position of the international tele- . 
graph industry: 

The constantly increasing speed of transoceanic airmail service particularly 
with the introduction of international jet service, which brings ever closer the 
realization of overnight airmail service between New York and other interna- 
tional airports on the one hand, and major cities in Europe, on the other hand. 

The financial significance of this threat was presented in detail in 
the April 20 memorandum of the FCC to the committee. 

The considerations I have advanced go to the heart of the question of 
the future stability and strength of the international carriers serving 
this Nation. Along with them go the equally important considerations 
of the protection and security of the employees of this industry. It is 
my company’s firm conviction that merger in the international tele- 
graph field would strengthen true employee security. The several in- 
ternational carriers which now exist, threatened by the major economic 
forces to which I have referred, can never achieve the degree of 
strength and solvency that a unified international telegraph system 
can. The job security of an employee can never be greater than the 
economic strength of the company for which he works. 

Now, on the matter of employees, this committee would undoubtedly 
like to have some information with regard to Western Union’s cable 
employees. Of the total cable system employees in our American 
Division, which includes the United States, Canada, Cuba, and our 
cable ships, 35.4 percent have 25 years or more of company service. 

Of the employees in our American Division, there are 312 in the 
United States and 88 in Canada, represented by the American Com- 
munications Association. The union also represents RCAC employees 
in the United States. 

The Communication Workers of America represents employees of 
ACR and are in the United States. 
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The Commercial Telegraphers Union does not represent any of 
our cable employees. 

In addition to the Western Union employees in the United States 
and Canada that I have mentioned, there are 177 in the United States 
and Canada not represented by any union. Of all of our 577 United 
States and Canadian employees, 275 or about 48 percent, can now re- 
tire on pensions under the Western Union pension plan. 

Another factor in considering possible redundancy is turnover. A 
study made by outside organizations in 1953 indicated that the number 
of redundant employees in the event of a merger of Western Union, 
ACR, and RCA would be about 2,100, of whom about 900 would be 
on the American side. This 900 represents about 24 percent of the 
employees in the United States. Our Western Union experience in- 
dicates that the total separations for all causes in the American Divi- 
sion has been running at the rate of 12 percent a year, which, for over 
a 4-year period, provided in the bill for employment or severance pay 
of American employees, would materially solve any redundancy prob- 
lem with respect to Western Union. 

I should add that the figures I have given do not include messengers, 
where the turnover rate is so high that no problem exists. 

To summarize, I need not repeat what Chairman Doerfer has said 
so forcibly, to the point that the sound financial condition in which 
the international carriers now appear to be is not a persuasive rea- 
son to reject this bill. He has effectively pointed out that the rela- 
tively favorable position which the carriers now enjoy is endangered 
and how it can easily be reversed in the next few years. . I have shown 
how the loss of Government leases alone would disastrously affect 
earnings. 

Unless merger is permitted before one or more of the international 
telegraph carriers goes under, merger will come-too late. Unless ef- 
fective competition agaist the oversea services of the A.T. & T., 
foreign government owned facilities, and the airmail is made possible 
while the aggregate financial strength of the merging carriers is suffi- 
cient to carry the cost of providing additional] facilities, there can 
never be effective competition. The short-range preservation of com- 
petition between the international telegraph carriers, themselves, 
would inevitably lead to the complete elimination of the carriers from 
the field, with A.T. & T. ultimately taking over all international com- 
munications, both voice and record. 

In concluding, I should like to hark back to what I said at the out- 
set, that Western Union’s interest in this bill is not that it might be- 
come the merged international carrier, but, rather, that the bill would 
permit a practical and feasible solution of the divestment problem. 

I therefore earnestly urge enactment of the bill. Western Union’s 
comments on particular provisions in the bill, and on the amendments 
which have been suggested by the Federal Communications Commis- 
sion, are contained in the attached appendix, which is being filed with 
the committee. 

Senator Pastore. All right, your comments as to the bill will be 
made a part of the record at this point. 
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(The material referred to is as follows:) 


APPENDIX 


COMMENTS OF THE WESTERN UNION TELEGRAPH CO. ON COMMITTEE PRINT AND ON 
AMENDMENTS SUGGESTED BY FCC 


The bill, as it appears in the committee print, is satisfactory to Western Union. 
When §. 4231 of the 85th Congress (with which the committee print is identical) 
was being formulated, Western Union was privileged to express its views as to 
the terms of the bill and to participate in the conferences which (as Senator 
Magnuson stated at the time he introduced S. 4231, report,’ p. 39) were devoted 
to its formulation. While Western Union would have preferred that certain of 
the terms of the bill be different, it has felt and still feels that the bill reasonably 
reflects the differing interests of itself, as the domestic telegraph carrier and also 
an international telegraph carrier, and of the carriers which are only interna- 
tional carriers, on various points on which the interests differ. Western Union 
firmly believes that merger of the international telegraph and marine carriers 
is in the national interest and in the public interest. It believes that the bill 
would permit mergers on terms, and with safeguards, which will protect the 
interests of the carriers and their employees, and at the same time make possible 
important contributions toward the need of the military and the public for the 
assured availability of adequate international communications facilities. 

Amendments of the committee print have been suggested by the Federal Com- 
munications Commission. The amendments are set forth in appendix A of the 
attachments submitted by Chairman Doerfer of the Commission (report, pp. 
11-37). 

Western Union’s comments on the suggested amendments will be made in 
paragraphs numbered to correspond with the numbered paragraphs of the Com- 
mission’s appendix A (each paragraph, after its number, being keyed to the 
page of the report at which the Commission’s discussion of the particular amend- 
ment commences). 

A number of the suggested amendments seem to Western Union to be desir- 
able. Some, Western Union believes, are unnecessary but unobjectionable. A 
few, however, are in Western Union’s opinion most inadvisable and might preju- 
dice the realization of one of the important purposes of the bill. Western 
Union’s comments on each suggested amendment follow. 

1. (Report, p. 12.) The suggested amendment of subsection (a) (17) would 
limit the term “continental United States” (print, p. 6, line 15) to the “several 
contiguous States.” The reason given is to exclude Alaska from the term. 

But the exclusion of Alaska from the term would make no substantive differ- 
ence in the bill. The bill specifically makes Alaska (whether or not a State), 
and also Canada, Saint Pierre-Miquelon, and Mexico parts of the domestic field 
and not parts of the international field (e.g., definitions of “domestic telegraph 
operations” and “international telegraph operations,” subsections (a)(3) and 
(6), on p. 2, lines 14-18, and p. 4, lines 1-3). 

The suggested amendment would, however, have an effect not mentioned by 
the Commission, namely, it would keep Hawaii out of the domestic field after 
it becomes the 50th State. The amendment would classify what will be inter- 
state communications between Hawaii and any of the other States as interna- 
tional communications, a contradiction of terms. Although such communica- 
tions would be “interstate communication” and “interstate transmission” as the 
terms are defined in section 3(e) of the Communications Act, and would not be 
“foreign communication” or “foreign transmission” as defined in section 3(f), 
and although they would therefore be interstate communication for many pur- 
poses of the act, they would be classified differently for the purposes of the pro- 
posed section 223, with no reason advanced for such different classification. 

Western Union submits that when Hawaii becomes a State, it must be in- 
tended that it become a State for all purposes. If and when Western Union 
can offer domestic telegraph facilities to Hawaii and its residents, it must not be 
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barred from doing so. The fact that its facilities cannot be made available ex- 
cept by cable or radio is no obstacle; circuits could be obtained by Western 
Union by lease from other carriers. Domestic telegraph facilities are now avail- 
able to Alaska only by cable. 


Western Union therefore recommends that this amendment suggested by the 
Commission be rejected. 

It further recommends, to avoid any ambiguity in the bill (and the term “‘con- 
tinental” United States creates a possible ambiguity in relation to Hawaii), 
and also to simplify a number of the provisions which make reference to the 
domestic field, that the following amendments be made: 

Subsection (a) (3), page 2, line 14, to page 3, line 4, delete all of the material 
appearing in these lines starting with “continental” on page 2, line 14, and end- 
ing with “United States” on page 3, line 4, and substitute therefor the following: 


“domestic area and terminate or originate at points within the domestic area 
and includes acceptance, transmission, reception, or delivery performed within 
the domestic area between points of origin within and points of exit from, and 
between points of entry into and points of destination within, the domestic area 
with respect to record communications by wire or radio which either originate 
or terminate outside the domestic area, and also includes the transmission within 


the domestic area of record communications which both originate and terminate 
outside but transit through the domestic area.” 


Subsection (a) (6), page 4, lines 1 to 11, delete all of the material appearing in 
these lines starting with “continental” in line 1 and ending with “United States” 
in line 11, and substitute therefor the following: 


“domestic area, but does not include acceptance, transmission, reception, and 
delivery performed within the domestic area between points of origin within and 
points of exit from, and between points of entry into and points of destination 
within, the domestic area with respect to such communications, or the transmis- 
sion within the domestic area of record communications which both originate 
and terminate outside but transit through the domestie area.” 


Subsection (a) (17), page 6, line 14, delete the word “continental”. 
Subsection (a) (18), page 6, line 16, insert a new paragraph to read as follows: 


“(18) The term ‘domestic area’ means the United States, Canada (including 
Newfoundland), St. Pierre-Miquelon, and Mexico.” 

2. (Report, p. 12.) The first suggested amendments of subsection (b) would 
guard against the technical possibility that a corporation which is engaged in 
international telegraph and/or marine operations and also in other operations 
might be permitted to acquire all or any of the international telegraph or marine 
carriers and still continue its other operations. The Commission does not sug- 
gest the identity of such corporation, but the American Telephone & Telegraph 
Co. comes to mind. 

Western Union agrees that amendment of the bill is desirable to meet the point, 
but questions the advisability of adopting the particular amendments suggested 
by the Commission. 

In lieu of the amendments suggested, Western Union recommends that sub- 
section (b) be amended as follows: 

Subsection (b), page 6, line 20, substitute the words “by acquiring” for the word 
“with.” 

As so amended, the bill would meet the point made and would only permit a 
corporation which has operations (of any kind) in addition to its international 
telegraph and/or marine operations to participate in merger by way of transfer 
to an international telegraph or marine carrier. 

This recommended amendment avoids difficulties which are presented by the 
Commission’s suggested amendments, namely : 

(1) Such an acquisition as would be permitted by clause (2) would, by the 
sentence structure, be a “consolidation or merger” within the meaning of the 
later provisions of the bill, whereas the avoidance of the term “consolidation or 
merger” in the Commission’s suggested new subsection (b*) might raise ques- 
tions as to the applicability of such later provisions, though it must he intended, 
and the bill should not leave any doubt, that the later provisions of the bill 


(e.g., employee protective provisions) are applicable to such an acquisition as 
is under discussion. 
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(2) The difficulty just mentioned is accented by the fact that subsection (¢), 
which spells out the procedure for application to the Commission for approval] 
of a proposed consolidation or merger, refers only to “any consolidation or 
merger * * * proposed under subsection (b)”. If the acquisition under dis- 
cussion is covered by a new subsection (b*), subsection (c) is not by its terms 
applicable and no procedure is therefore provided for Commission approval of 
the acquisition. 

(3) Subsection (b*) as phrased by the Commission would not permit a trans- 
action consisting merely of the acquisition by one international telegraph or 
marine carrier of the international telegraph and/or marine operations of the 
other corporation, but would require a prior or simultaneous consolidation or 
merger of at least two carriers. This may not have been the intention of the 
draftsman, as no reason suggests itself for such limited permission. 

(4) If there has not been a prior consolidation or merger, there would be no 
“consolidated or merged international telegraph and/or marine carrier” in exist- 
ence at the time of the application to the Commission which could make the 
application for Commission approval as required by subsection (b*) as phrased 
by the Commission, so that the language does not properly cover an acquisition 
as a part of the first consolidation or merger under the bill. 

(5) The exclusion near the end of subsection (b*) which would bar an 
acquisition from ‘ta domestic telegraph carrier” would, literally, bar an acqui- 
sition of Western Union’s international telegraph operations (since Western 
Union is a domestic carrier) by another international telegraph or marine 
carrier, and the language is therefore inconsistent with provisions of the bill 
which would, as intended permit such an acquisition. 

38. (Report, p. 14.) The suggested amendments of subsection (b), page 7, are 
explained by the Commission as necessary to bar a consolidation or merger 
which would include a part rather than all of Western Union’s international 
telegraph operations. Western Union does not believe any amendment is neces- 
sary for the purpose, as such a merger is barred by the proviso in subsection 
(b), beginning at page 7, line 11, and extending through page 8, line 3, which 
prohibits any consolidation or merger involving Western Union if thereafter 
Western Union would have any international telegraph properties, facilities or 
operat’ons. Western Union has no objection, however, to the amendments 
suggested by the Commission. 

4. (Report, p. 15.) The suggested amendment of subsection (c) (1) is explained 
by the Commission as advisable to make clear the nature of the proceeding in- 
volving Commission approval of a proposed consolidation or merger, to make 
more specific the time periods for certain events, to clarify the rights of in- 
terested parties to participate in the proceeding, and to permit the Commission 
to attach to its approval conditions which it believes are required in the public 
interest. 

Western Union has no objection to the amendments suggested by the Com- 
mission. 

5 and 6. (Report, pp. 20 and 21.) These suggested amendments of subsection 
(ec) (2) are for the purpose of giving every carrier which might be interested in 
the consolidation or merger originally proposed, or in that consolidation or 
merger if changed to include an additional party or parties, an opportunity to 
ask to become a party, and for the further purpose of avoiding successive periods 
of negotiation, with consequent delays. 

Western Union agrees that amendment of the bill is desirable to meet these 
objections, but recommends that the particular amendments suggested by the 
Commission be revised in minor respects, to read as follows (brackets being 
used to indicate recommended deletions from, and underscoring to indicate rec- 
ommended additions to, the Commission’s suggested amendments) : 

Subsection (c) (2), page 9, line 17, after the word “statement” insert the fol- 
lowing: 

“: and any other international telegraph [and/] or marine carrier which may 
desire to become a party to such consolidation or merger only if the proposal for 
consolidation or merger is amended to include one or more other international 
telegraph [and/] or marine carriers shall also be entitled to submit to the Com- 
mission, but only within thirty days after the giving of the notice of public hear- 
ing pursuant to said paragraph (1), a statement of its desire to become a party 
to such consolidation or merger upon the terms set forth in such statement.” 




















ie 
ie 
8 


|- 


r 
il 
l- 
r- 


MERGER OF INTERNATIONAL TELEGRAPH CARRIERS I8d 


Subection (c) (2), page 9, lines 17 and 18, delete the language on line 17 
beginning with the words, “and thereupon” and all the language on line 18 and 
substitute therefor : 


“Upon the receipt of any such statement the Commission shall postpone the public 
hearing provided for in paragraph (1) of this subsection (c) [, paragraph (1),] 
until further notice and shall within ten days after the expiration of the time 
specified above for the submission of such statements [submission of each such 
statment] give written public notice of the submission of the statement or state- 
ments” 

Subsection (c) (2), page 9, line 19, insert the words, “and shall send notice” 
before the word “thereof” (instead of between the words “thereof” and “in’’). 

Subsection (c) (2), page 10, line 2, insert the words “or statements” between 
“ment” and “shall.” 

In explanation of these recommended revisions: (i) the deletion of “and/” 
is necessary because no carrier can be both an international telegraph and a 
marine carrier as defined in the bill; a carrier is one or the other, depending upon 
the source of the major portion of its traffic and revenues; (ii) the manner 
of reference consistently used in the bill is “paragraph ( ) of this subsection 
( )”, rather than “subsection ( ), paragraph ( )”; and (iii) it would be 
less confusing to defer any notice of the submission of statements until the time 
for submission has expired and notice of all statements can be given; and 
this would not delay negotiations, as the interested carriers could not in any 
event proceed without knowing the identity of all carriers desiring to become 
parties. 

7, 8,9, and 10. (Report, pp. 22, 23, 24, and 25.) These suggested amendments 
of subsection (c) (2) would impose a “negotiate in good faith” obligation on the 
carriers proposing a consolidation or merger and the carriers desiring to become 
parties to it, and would permit the Commission to extend, on application of all 
such carriers, the 90-day period provided for the negotiations, They would also 
require that the Commission be fully informed as to the reasons the negotiations 
did not result in an amended proposal, and would amplify certain of the pro- 
cedural provisions and broaden the Commission’s powers by permitting it to 
condition its approval on the admission of one or more additional carriers. 

The suggested provision for possible extension of the period of negotiations 
seems to Western Union desirable. 

Western Union seriously doubts, however, the necessity or advisability of 
imposing a “negotiate in good faith’ requirement. No sanctions are suggested 
in the event a carrier fails to discharge this obligation; though it may be in- 
tended to imply the sanction of disapproving the consolidation or merger if the 
guilty carrier is one of the carriers which proposed it, or of excluding the guilty 
earrier from the consolidation or merger if it is a carrier desiring to become a 
paty to the proposal of other carriers. But any such sanction might be incon- 
sistent with the public interest finding which the Commission must make before 
giving its approval. 

Western Union doubts the necessity for the requirement that the reasons for 
failing to reach agreement on an amended proposal be set forth in the statement 
to the Commission. It is unlikely that the carriers would agree on such a 
statement of reasons; each would have its own. And in any event each would 
have an opportunity at the hearing to present its position and its explanation 
of the failure to reach agreement. 

As regards the broadened power of the Commission to condition its approval 
on the admission of one or more parties to the consolidation or merger, this 
would appear unnecessary if subsection (e) (1) is amended as suggested by the 
Commission to permit the Commission to grant approval subject to conditions 
found by it to be required in the public interest. Western Union has no objec- 
tion, however, to a specific provision on the point in this subsection. 

Accordingly, Western Union recommends the following amendments, some of 
which are in lieu of those suggested by the Commission : 

Subsection (c) (2), page 10, lines 3 through 9, leave the bill unchanged except : 

Insert the words “or carriers” between “carrier” and “submitting” in line 3; 

Insert the words “or such further period as the Commission may allow upon 
petition of all the negotiating carriers” between “(2)” and “, to” in line 7; 
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Substitute the word “each” for the word “the” before “carrier” in line 8; and 

Substitute the word “a” for the word “the” before “state-” in line 8. 

Subsection (c) (2), page 10, lines 10 through 14, leave the bill unchanged 
except: 

Insert the word “or such further period” between “days” and “there” in 
line 10; 

Substitute the word “any” for the word “the” before “carrier” in line 12; and 

Substitute the word “a” for the word “the” before “statement” in line 12. 

Subsection (c) (2), page 10, line 18, accept the amendment suggested by the 
Commission, namely, substitute the words “the time hereinabove specified” for 
the words “such ninety days”. 

Subsection (c) (2), page 10, lines 20 to 24, and page 11, lines 1 and 2, accept 

the amendment suggested by the Commission, revised in minor respects to read 
as follows [brackets and italic being used to indicate recommended deletions and 
additions]: 
“(1) of this subsection (c). In either event at least twenty days written notice 
of the public hearing shall be given by the Commission to each person to whom 
the notice of public hearing shall have been given pursuant to paragraph (1) 
of this subsection (c) or to whom notice shall have been given pursuant to this 
paragraph (2); and [; and within the time specified in subsection (c), para- 
graph (1) hereof] each of the carriers submitting a statement pursuant to this 
paragraph (2) shall upon submission of a notice of intention to do so at least 
ten days before the public hearing actually starts have the right to intervene 
in the proceeding and participate fully therein. In reaching its decision on the 
proposed application as submitted or on an amended proposal, the Commission 
shall consider the effect upon the public interest of the inclusion, or failure to 
include, any [international telegraph or marine] carrier which has submitted 
a statement pursuant to this paragraph (2) in [on] the proposed consolidation 
or merger. The Commission may approve the proposed consolidation or merger 
as submitted, or, in addition to imposing any of the conditions authorized by 
paragraph (1) of this subsection (c) [hereof], may approve it only on condi- 
tion that one or more of the carriers which filed a statement of desire to become 
a party to the consolidation or merger be included therein upon such terms and 
conditions as the Commission, on the basis of the record made at the public 
hearing, finds to be in the public interest.” 

The additional matter recommended (and shown by italic) is for the purpose 
of clarifying the notice requirement, inasmuch as the last prior reference in the 
bill provides merely for the indefinite postponement of the public hearing if 
any statement is filed pursuant to subsection (c) (2). 

11. (Report, p. 26.) This suggested amendment of subsection (d) (1) is clari- 
fying and desirable, subject to the following recommended revisions (brackets 
and underscoring being used to indicate recommended deletions and additions) : 

Subsection (d)(1), page 11, line 7, insert between the words “that” and 
“nothing” the following: “except as otherwise provided in paragraph (2) of 
this subsection (da) [hereof],” 

12. (Report, p. 27.) .This suggested amendment of subsection (d)(1) is un- 
necessary and would, Western Union believes, be confusing. The terms “point 
of entry” and “point of exit” are used a number of times in the bill (e.g., page 2, 
lines 21, page 4, line 6). In addition to being used in subsection (d)(1) at page 
12, line 3, where the Commission suggests the addition of the word “actual” in 
two places, they are again used in the same paragraph, at page 12, line 25, and 
page 13, line 1, where the Commission makes no parallel suggestion. Points 
of entry and exist must necessarily mean gateways approved by the Commission, 
wherever the terms are used. 

Western Union therefore recommends that this suggested amendment be re- 
jected. 

13. (Report, p. 27.) This suggested amendment of subsection (d) (2) would 
permit a merged international telegraph and/or marine carrier and the domestic 
earrier to enter into agreements with respect to areas of service only if and 
when there has been a complete consolidation or merger in the international 
telegraph field and/or the marine field. The argument advanced is that a con- 
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solidated or merged carrier should not be given a statutory right which com- 
peting nonmerged carriers do not have. 

So to limit the sanction for such agreements would defeat the purpose of the 
provision, or defer its realization indefinitely. There is no assurance that all 
the international carriers or all the marine carriers will ever merge. It is in 
fact most unlikely that such international carriers as Press Wireless, Inc., and 
United States-Liberia Radio Corp., each of which handles international tele- 
graph communications of a limited kind, will éver desire to become parties to 
a consolidation or merger. 

The purpose of the provision is primarily to protect Western Union, as the 
domestic telegraph carrier, from further encroachment into domestic telegraph 
operations by a consolidated or merged international carrier. At the present 
time Western Union, as the domestic carrier, performs pickup and delivery 
functions for its cable system, in gateway cities and throughout the country. 
It also performs pickup and delivery functions for the other international car- 
riers outside the gateway cities and, for certain carriers, a small amount in the 
gateway cities. Where the value of business is sufficient to justify it, in the 
gateway cities, most of the international carriers handle their own pickups and 
deliveries and retain what they would otherwise pay Western Union for the 
services. If, incident to the consolidation or merger of the Western Union cable 
system with another carrier, Western Union were to lose the revenue from the 
pickup and delivery functions it has been performing, the consolidation or 
merger would be costly to Western Union. Furthermore, looking ahead to the 
possible consolidation or merger of the three major international carriers 
(A.C. & R., RCAC, and Western Union cables), it might well be economically 
attractive for the merged carrier to discontinue some of the domestic handling 
operations the constituent carriers had performed themselves and pay Western 
Union to perform them. The bill provides flexibility and permits agreements 
on these matters, subject to the Commission’s approval. 

Agreements on these matters may be essential to the participation by West- 
ern Union’s cable system in a consolidation or merger. And if such agreements 
were not to be permitted unless and until there is a 100-percent consolidation 
or merger of all international carriers, one of the important purposes of the 
bill—to permit Western Union to divest itself of its cable system by way of 
consolidation or merger—may be defeated. 

The agreement that the nonmerging carriers might be prejudiced if they were 
not permitted to enter into similar agreements can be met, and should be met, 
by revising the bill to grant them such permission. 

The Commission’s suggested amendments would. in effect, limit the permitted 
agreements to agreements with Western Union. To this, Western Union sees 
no objection. 

The suggested amendments would require public hearing before the Com- 
mission could grant its approval of the permitted agreements. As drafted, the 
bill would not deny the Commission the power to hold a public hearing, and 
Western Union recommends that the question be left to the Commission’s dis- 
cretion and that a public hearing not be made mandatory. 

Western Union therefore recommends that the amendments suggested by the 
Commission be revised to read as follows (black brackets and italic being used 
to indicate recommended deletions and additions) : 

“(2) As a part of any consolidation or merger pursuant to this section [, or 
thereafter,] any consolidated or merged international and/or marine telegraph 
carrier [into which all international telegraph carriers are or have been con- 
solidated or merged, any consolidated or merged marine carrier into which all 
marine carriers are or have been consolidated or merged, or any consolidated or 
merged carrier into which all international telegraph and marine carriers are 
or have been consolidated or merged], or after any such consolidation or merger 
the carrier resulting therefrom or any other international telegraph or marine 
carrier, may make such agreement or agreements with the consdlidated or merged 
domestic telegraph carrier resulting from a consolidation or merger authorized 
pursuant to section 222(c) (1) of this Act [and any other domestic telegraph 
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carrier affected thereby] as the Commission shall [after affording all interested 
parties an opportunity for a public hearing,] approve as just, reasonable,”— 


and that, the balance of subsection (d) (2) be revised to read as follows (italic 
being similarly used) : 


“* * * equitable, and in the public interest providing for (i) domestic telegraph 
operations in which such consolidated or merged international telegraph and/or 
marine carrier or any other international telegraph or marine carrier may en- 
gage in addition to those of the character referred to in the proviso contained in 
paragraph (1) of this subsection (d), and/or (ii) modifications of, or limita- 
tions upon, the domestic telegraph operations of the character referred to in 
said proviso theretofore carried on by any party to the consolidation or merger 
or by the carrier resulting therefrom or by any other international telegraph or 
marine carrier or by any corporation at any time owning or controlling, owned 
or controlled by, or under common control with, any such party or such result- 
ing carrier or such other carrier; and any law or laws making such agreement 
unlawful shall not apply to such agreement.” 

14. (Report, p. 29.) This suggested amendment of subsection (d) (2) would 
condition any agreements with respect to areas of service which would modify 
or limit the domestic telegraph operations theretofore carried on by an interna- 
tional telegraph or marine carrier upon the issuance by the Commission of a 
certificate ‘“‘as required by section 214 of this Act.” The reason advanced in sup- 
port of the suggestion is that, otherwise, international carriers might be per- 
mitted to discontinue service in certain areas without having the Commission 
make the findings usually required by section 214 and without the issuance of 
a certificate where necessary under the standards set forth in section 214. 

Western Union submits that this suggested amendment should be rejected. 
Subsection (d) (2) as drafted in the bill permits agreements with respect to areas 
of service only if “the Commission shall approve [them] as just, reasonable, 
equitable, and in the public interest.” The breadth of this power in the Com- 
mission to approve, or disapprove, makes it unnecessary to require that Com- 
mission approval be obtained under section 214 also (in a case where sec. 214 
would apply). 

Furthermore, what section 214 deals with—the discontinuance, reduction, or 
impairment of service to a community, or part of a community—is not the prob- 
lem under subsection (d)(2). Any modification of the domestic telegraph op- 
erations of an international carrier would merely mean that the domestic op- 
erations of Western Union would appropriately expand. There appears to be 
no reason, therefore, to include a requirement of compliance with section 214~ 
with public hearing on notice to governmental departments and attendant de- 
lays—particularly when the suggested amendment is so phrased as at least to 
raise the question whether section 214 is made applicable even where there is 
no discontinuance, reduction, or impairment of service. 

15. (Report, p. 30.) This suggested amendment of subsection (d) (2) would 
empower the Commission to prescribe, upon complaint or upon its own initiative, 
agreements with respect to areas of service. 

Western Union submits that the Commission has no such power at the present 
time and that consolidation or merger of international telegraph or marine 
carriers is no reason to grant it such power. Western Union therefore recom- 
mends that this suggested amendment be rejected. 

16. (Report, p. 30.) The first suggested amendment of subsection (d) (3) 
would permit a merged international telegraph and/or marine carrier and the 
domestic carrier to enter into agreements establishing through routes, division 
of charges, etc., only if and when there has been a complete consolidation or 
merger in the international field and/or the marine field. The arguments ad- 
vanced are the protection of nonmerged carriers, and the otherwise derogation 
of the international formula requirements of section 222(e). 

As stated in paragraph 14 above, so to limit the sanction for such agreements 
would defeat the purpose of the provision or defer its realization indefinitely. 
All the international carriers and all the marine carriers may never merge. 

Further, as mentioned below in paragraph 18, subsection (d) (4) makes section 
222(e) paramount—so there can be no derogation of it. 
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Western Union therefore recommends that either the Commission’s suggested 
amendment be rejected, or that the entire subsection (d) (3) be deleted with 
nothing substituted—in reliance on the Commission’s power under section 201(a) 
of the act to establish through routes, ete. 

17. (Report, p. 32.) The second suggested amendment of subsection (d) (3) 
is the deletion of the words “in the absence of such agreement, or agreements, 
and” in line 10 on page 14. 

Western Union does not understand the reason for the suggestion. As the 
bill is drafted, the Commission can prescribe through routes, ete., in the absence 
of agreements which have been approved by the Commission. It would appear, 
therefore, that the Commission has the power it seeks, and Western Union 
recommends that this suggested amendment be rejected as unnecessary. 

18. (Report, p. 32.) The Commission recommends the addition of language 
to subsection (d) (4) as to the paramount force of section 222(e). 

Western Union submits that, if the additional language has any substantive 
effect, it would improperly limit the paramount force of section 222(e). That 
section will continue to have some application even after 100-percent interna- 
tional merger and 100-percent marine carrier merger (e.g., the provisions deal- 
ing with telegraph carriers in contiguous foreign countries), and it should remain 
unaffected by any international and/or marine carrier mergers. 

Western Union therefore recommends that this suggested amendment be 
rejected. 

19. (Report, p. 34.) The Commission suggests that subsection (f)(11) be 
amended to make the labor provisions of the bill apply to U.S. citizens abroad, 
as well as to persons in the United States. 

Western Union has no objection to the suggested amendment. 

20. (Report, p. 34.) The Commission suggests the addition of a new sub- 
section (g) which would require that a Commission certificate of convenience 
and necessity be obtained before a consolidated or merged carrier discontinues 
any circuit by cable or radio, between any place in the United States and any 
foreign point, with notice of the proposed discontinuance to the Secretaries of 
States, Defense, and Commerce. 

Western Union believes that such a requirement might block what would be 
advisable mergers, in that it would create uncertainty as to the realization by a 
merged carrier of the benefits which would flow from the elimination of dupli- 
eate circuits to the same point. 

The Commission has no comparable jurisdiction now in the international field 
or in the domestic field. Section 214 of the act, upon which the suggested new 
subsection (g) is modeled, does require the obtaining from the Commission of a 
certificate of convenience and necessity before any carrier shall “discontinue, 
reduce, or impair service to a community, or part of a community,” and the 
Commission’s rules (sec. 63.61) indicate the Commission’s view that this re- 
quirement is applicable to foreign as well as interstate telephone or telegraph 
service. But section 214 is concerned with the availability of service to a com- 
munity or part of a community, not with the means by which such service 
is rendered; the alteration or discontinuance of one route and the substitution 
of another route for serving a community does not require a certificate under 
section 214. 

Nothing in the proposed bill would qualify the requirements of section 214, 
where applicable. Western Union recommends that the Commission’s power 
be left as it now is under section 214, and that the suggested amendment which 
would expand its power be rejected. 

In addition to the above comments, the following corrections of typographical 
errors in the committee print might be noted : 


Page Line Correction 
1 4 Change “‘title” to “Title”. 
3 6 Change “means” to ‘“‘mean”’, 
8 2 Insert “,” after “with”. 

22 21 Change “1957” to “1947”. 
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AMERICAN TELEPHONE & TELEGRAPH CoO., 
Lona LINES DEPARTMENT, 
New York, N.Y., April 8, 1959. 
Miss Mary JANE Morris, 
Secretary, Federal Communications Commission, 
Washington, D.C. 

Dear Miss Morris: The U.S. Government, through the Air Force, has re- 
quested the American Telephone & Telegraph Co. to provide communication 
channels, using present and proposed transatlantic cable facilities, from points 
in the United States to points in the United Kingdom or in other countries 
served through such cable facilities. (The requirements are given in a letter 
from the Air Force to the company dated April 2, 1959, a copy of which is at- 
tached.) 

The basic requirement is for broadband channels which may be used as such 
or which may be subdivided into narrower channels, such subdivision to be en- 
tirely under the control of the customer. The Air Force requires that a total 
of 96 kilocycles bandwidth be available beginning in December 1961 in the form 
of conventional 2.8-kilocycle channels or in combined bandwidths up to 48 kilo- 
eycles. Prior to that date, channels of conventional bandwidth will be accept- 
able. Any of the channels must be usable for varying combinations of com- 
munication service such as voice, data, and teletypewriter or any other techni- 
cally feasible form of communication, any of which forms of communication may 
be encrypted. The Air Force has emphasized in discussions that there must be 
complete flexibility, under the control of the Government, in the subdivision and 
use of any of the required channels for any form of communication at any and 
all times. 

The present and proposed transatlantic telephone cables are the only commer- 
cial facilities which will meet these requirements of the Government in the fore- 
seeable future. 

The foreign administrations which are associated with this company in the 
ownership and operation of these transatlantic cable systems are agreeable to 
the use of these systems for these purposes. 

In order to comply with these requirements it will be necessary to use the 
radio relay facilities between Portland, Maine, and the Canadian border which 
connect the present transatlantic cable and will connect one or more of the pro- 
posed transatlantic cables with the domestic system in the United States. The 
radio relay facilities in the United States consist of the following stations: 
KCB81, Portland (file 2943-C1-ML-58), KCBS2, Brunswick (file 2944—-CI-ML- 
58), KCB83, Liberty (file 1703-C1-ML-59), KCC85, Kings Mountain (file 2946- 
C1—-ML-58), KCC86 Franklin (file 2947-C1-ML-58), KCC92, Cooper Hill (file 
2948-C1—ML-—58), all in the State of Maine. 

The Air Force has informed the company that it is necessary in formulating 
the plans of the Government for meeting its communication requirements that a 
determination be made promptly as to whether the use of these radio relay 
facilities will be authorized for the purposes stated. The Air Force has re- 
viewed this letter and concurs in the requirements as stated herein. 

Specific authorization is therefore requested for the use of these radio relay 
facilities in furnishing to the U.S. Government, subject to the provisions of 
legally applicable tariffs, services or channels which the Government requires to 
be available for alternate or simultaneous voice and nonvoice use. 

If the authorization herein requested is granted, appropriate tariffs will be 
filed with the Commission covering the furnishing of these services and chan- 
nels to the U.S. Government. 

Respectfully yours, 
J. R. Rae. 
Strate or New York, 
County of New York, ss: 

J. R. Rae, being duly sworn, deposes and says that he is chief engineer of the 
American Telephone & Telegraph Co. (Long Lines Department); that he has 
read the foregoing request and knows the contents thereof; that the same is true 
to the best of his knowledge, information, and belief. 


J. R. RAg. 
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Subscribed in my presence and sworn to before me by the affiant, above named, 
this 8th day of April 1959. 

AGNES V. McNEIL, 
Notary Public, State of New York. 

My commission expires March 30, 1960. 

Senator Pastore. Now, Mr. Marshall, how many employees do you 
have in your international cables? And then give me the breakdown 
on the American side and on the foreign side. 

Mr. Marsuatu. We havea total of approximately 1,667. 

Senator Pasrore. 1,667 ? 

Mr. MarsHatt. That is right, of which 866 are in the European 
division, 94 are on cable ships, and the balance are in the U.S. division. 

eeneton Pastore. And you said your redundancy would be about 
900 ? 

Mr. Marsnatu. No; that is the total, industry, in the American 
division. 

Senator Pastore. In the American division ? 

Mr. Marsuatt. That is right. 

Senator Monroney. Is that merely transmission, or does that in- 
clude clerks and others in receiving offices ? 

Mr. Marswatt. It includes them all. 

Senator Monroney. It includes all your overhead, as well as your 
direct operating or transmission ? 

Mr. Marswatu. That is right. This study was made in 1953 by 
an outside organization, and they went through job by job. 

— Pastore. Does this figure of 1,667 include messengers as 
well? 

Mr. Marswatt. Yes, sir; it includes 30 messengers in the U.S. divi- 
sion, and 207 messengers in the European division. 

Senator Pasrorg. 207 ? 

Mr. Marsuaty. That is right. 

Senator Pastors. Have you any figure as to what the redundancy 
would be as it would apply to the overall working force of the 
Western Union international cable? 

Mr. Marsuatu. The study did not break it down by companies be- 
cause of the complexion of the different jobs. 

Seantor Pasrorr. Did you give me the overall figure of the working 
force with regard to all the companies that might be concerned with 
the merger ? 

Mr. Marsuatu. Yes, sir; there isa total of 9,838 employees. 

Senator Pastore. 938? 

Mr. Marsuatu. No; 9,838. The estimated redundancy was 2,199, 
or 22.4 percent of the force. 

Senator Pastore. Now, that 9,838; does that mean on the European 
side and American side as well ? 

Mr. Marsuatx. On the American side, this is a total of 3,186 em- 
ployees. 

enator Pastore. 3,186? 

Mr. Marsuatu. Yes, of which 707 was the estimated redundancy. 

Senator Pastore. Now, for the purposes of the record, why is the 
figure with relation to the American side smaller percentagewise than 
that for the European side? 
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Mr. Marsuatu. I am speaking of Western Union. 

Senator Pasrore. Yes; well, it is typical of Western Union as well, 
isn’t it? 

Mr. Marsuatu. I am speaking of Western Union, because on the 
foreign side we operate all our offices, excepting now in France. On 
the U.S. side, the Western Union Cables are primarily confined to an 
operating condition. They use the branch offices of the Western Union 
Telegraph as their pickup and delivery agents in the United States. 

Senator Pastore. Now, if you did divest one single company not 
already engaged in the international] field, would that situation still 
exist, or would that change—this operation of your Western Union 
offices, the pickups—be affected ? 

Mr. Marsuaut. We think it should, and I seriously doubt whether 
we would sell unless it did, because the landlines acting as the pickup 
and delivery agent for the cable system derive the landline tolls. For 
a new company, the Western Union Cables, to go and embark on a 
program of opening branches, and having their own messenger force, 
and everything, particularly in the gateway cities, would be a very 
expensive venture. 

Senator Pastore. Mr. Monroney. 

Senator Monroney. On page 3 you state, sir, that Western Union 
urges the adoption of the bill the committee is considering, since it 
believes such legislation would make possible a feasible solution of 
the divestment problem. That is your principal concern in favoring 
the enactment of the bill. The other advantages you recite are merely 
advisory, are they not? 

Mr. MarsHatu. Well, it is our principal concern to this extent: that 
we cannot be the buyer; we must be the seller. We are, of course, 
with our landline connections, interested in seeing a healthy inter- 
national telegraph business because of the revenues derived by the 
landline system for the handling of pickup and delivery for the inter- 
national carriers, and, in the case of Western Union Cables, all of 
their pickup and delivery. 

Senator Monroney. Would it affect the price you get for your sale 
if this legislation were passed ? 

Mr. Marsuatu. Well, I would say it would affect it to this extent: 
With the threats of the telephone cables, the loss of leased revenues, 
the Western Union Cables are becoming increasingly difficult to 
negotiate—the buyers are few and they scare easy. With the enact- 
ment of a merger bill, I believe it would help negotiations. 

One of the things that is very difficult in a divestment of the Western 
Union Cables is the Anglo-American lease, and that represents a good 
chunk of cash, and unless you find a buyer that has the cash and is 
willing to put up the cash you haven’t got a buyer. We have had a 
lot of would-be fly-by-nights who want to pay you out of your own 
money. But I think the enactment of such a bill, with the possibility 
of a merger to strengthen an international group, would be of help. 

Senator Monroney. Would be of help, first, in finding a buyer, and, 
second, would it help you on the price you were able to negotiate? 
Mr. MarsHatu. Yes, sir; I believe so. 

Senator Monroney. Materially, would it not? 
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Mr. MarsHat.. Yes, sir. 

Senator Monroney. You have signed, you say, a contract 

Senator Pastore. I don’t think that question was answered. The 
question by Mr. Monroney was, “Materially, would it not?” I don’t 
think you have answered the question. 

Senator Monroney. I thought he said “Yes.” 

Senator Pastore. I don’t know. Did you answer that, materially : 

Senator Monroney. I asked you if the passage of this bill per- 
mitting a monopoly, first, would help you in finding a more ready 
buyer ¢ 

Mr. Marsnatu. That is right. 

Senator Monronry. Secondly, would it help you materially in the 
price you were able to obtain for your properties? 

Mr. Marsnatu. Yes, because the buyer could look forward to merger 
with resulting economies over a period of years, which would improve 
his portion of the investment. 

Senator Monroney. This would also help, would it not, all of the 
companies that are in the merger; if it helps you in finding a buyer, 
and helps the price that you obtain materially, then this combination 
of a monopoly would help all of the others that would have the values 
of their properties enhanced by this merger operation ? 

Mr. MarsHatu. Over a period of time, yes. 

Senator Monroney. In other words, as you say, it would strengthen 
the monopolistic position, bring about economics, and improve serv- 
ice, and therefore their properties which could not be sold today 
readily to a buyer, you would say, would be able to be merged and 
far more valuable? 

Mr. Marsnaty. That is right. 

Senator Monroney. Can you tell me something about the American 
Securities Corp. with whom you contracted? You made a memoran- 
dum of understanding on February 10, 1956, with them, for the sale 
of the cable properties to that company. They are not an operating 
company, are they? They are a holding company, are they not? 

Mr. Marsnaty. American Securities Corp. are primarily under- 
writers and investors. Their prime business is the handling of the 
Rosenwald estates. That is their prime business. They do small 
amounts of underwriting, and so forth. 

Senator Monroney. They would be as a broker in the sale of the 
aie if some other one of these operating companies chose to 

uy the Western Union cable system; is that correct? 

Mr. Marsuatu. No; the agreement we have is that they are buying 
it for their own account and for clients. Now, this, of course, has no 
relationship to mergers. They are buying it, merger or no merger. 

Senator Monroney. Is it for a sale at a fixed price to them? 

Mr. MarsHatu. Just before I came down we had that hassle. I 
can’t answer the question; because of the decline in earnings this year 
they want to renegotiate the price. 

enator Monroney. I see. But you don’t know whom they will sell 
to? Or is it an open offer; if they find a buyer and you have an agree- 
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ment with them, they can still sell before this bill passes; is that 
correct ? 

Mr. Marsuaty. They can buy and sell before this bill passes; yes. 

Senator Monroney. Yes. I mean they could both buy you out and 
sell to another buyer? ; 

Mr. Marsuatu. Excepting other international telegraph carriers. 

Senator Monroney. Well, they could sell to another international 
carrier, couldn’t they ? 

Mr. MarsHatu. Not unless you have the legislation. 

Senator Monronry. I don’t mean to a monopoly, but, for instance, 
does the A.C. & R. group have to have legislation to put together this 
combination ? 

Mr. MarsHat. I would think so, as I understand it. 

Senator Pasrore. Mr. Marshall, before Mr. Monroney asks you 
another question, I think you said that they want to renegotiate—I 
think you are speaking about American Securities—because of the de- 
cline in earnings this year. Did you say that? 

Mr. MarsHatu. Yes, sir. 

Senator Pastore. Will you elaborate on that, please? 

Mr. Marsuatu. 1958, I am speaking of, which carries forward into 
this year. There was a decline in earnings in 1958 as compared to the 
original date that the memorandum of understanding was consum- 
mated. They want us to give effect to that decline in earnings in a 
price renegotiation. 

; Genahor Pastore. What accounts for the decline in earnings; do you 
now ? 

Mr. Marsnwatu. In 1958 the earnings did go down, and the chances 
are they are going down in 1959, 

Senator Pastore. By what percentage did they go down in 1958 
over 1957? 

Mr. Marsnatu. About 5 percent. 

Senator Pastore. About 5 percent ? 

Mr. MarsHatt. That is right. 

Senator Pastore. And you expect a further decline in 1959? 

Mr. Marsuatu. Yes, because of rising costs, and I am excluding 
these leases; I am assuming we still hold these leases. Then we are 
required to have surveys made of the cable ships, which are very ex- 
pensive, which will reduce earnings, also. 

Senator Pastore. What was your return on investment in 1958? 

Mr. Marsnatu. About 8 percent. 

Senator Pasrorr. What do you expect it to be in 1959? Have you 
an estimate ? 

Mr. MarsHatu. Between 6 and 614 percent. 

Senator Pastore. What was it in 1957? 

Mr. Marsuaru. I think it was about the same as 1958 or a little 
bit better. About 814 percent, I would say. 

Senator Pastore. Mr. Engle. 

Senator Enate. Mr. Marshall, I was interested in the statement at 
the top of the second page of your prepared statement, in which you 
say that in subjecting itself to these divestment provisions, however, 
estern Union anticipated that international merger would be per- 
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mitted when the war emergency was over. That expectation has not 
yet been realized. 

I observe that in the preceding paragraph, on the first page, you 
refer to the merger with Postal, which occurred, but, during the course 
of that legislation, the divestment provisions, which were in the bill 
introduced in 1942, were stricken at the suggestion of the Navy, which 
objected to a merger of the international carriers during wartime. 

What I would like to ask you is this: Whether or not what you are 
saying is that Western Union has been led out on a limb here, by the 
legislative record, did you assume from the legislative record that 
was made on the legislation in 1942 that following the war an inter- 
national merger would be permitted ? 

Mr. MarsHatu. Yes, sir. 

Senator Enete. And you predicated to some extent your submis- 
sion to the divestment provisions of that act on the assumption that 
at a later time an international merger would be permitted? 

Mr. Marsuatu. That, is correct. 

Senator Enair. Now, can you cite anything in the record specifi- 
cally which indicates that the Congress in passing that legislation in 
1943 intended at some subsequent time to permit an international 
merger ? 

Mr. MarsHatyu. You mean in 1943? 

Senator Eneir. Yes; in 1943. If you don’t have it, I would like to 
have it supplied for the record, because I think it is an important con- 
sideration. 

If Congress passed legislation, and under that legislation you took 
a position which you would otherwise not take, on the assumption 
that subsequent to the war, or at the end of the national emergency, 
you would be permitted to take action which you were then not per- 
mitted to take because of the war and international emergency, and 
that is clearly revealed in the record, it seems to me that would have 
a bearing on this matter. 

Mr. MarsHatu. We will furnish it, sir. 

Senator Monroney. Mr. Chairman, in connection with this, on 
page 2 the witness says on February 7, 1947, the Senate Committee 
on Interstate and Foreign Commerce submitted the report, and so 
forth. I point out this is an action by the 80th Congress, which did a 
lot of things which the present Congress might not sanction, in which 
the committee expressed its belief that— 
in fairness to the Western Union and in the interest of strengthening this com- 
munications company so that it can offer better service to American users, the 
Congress should either eliminate from the law the provision which prevents 
Western Union Co. from carrying on fully and freely its international business 
by cable, or expedite legislation providing for merger of international carriers 
so that the cables may be transferred to such carriers. 

That language, first, gives two courses of opportunity: First, to 
permit Western Union to go forward and operate its international 
division with its domestic company. That is possible by legislation of 
this committee, which is the first route. 

Second, is providing for merger of international carriers. It doesn’t 
say that we are creating a monopoly. And I, for one, would have no 
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hesitation in permitting that any existing international carrier to ab- 
sorb this line. What I am protesting during this hearing is the crea- 
tion of one single international monopoly, which seems, although this 
is permissive legislation, has already been cleared with the FCC, with 
the Department of Defense, and with almost everybody else that once 
this permissive legislation is cleared, it has already been said that 
there will be one international carrier. And I object to that and 
feel that there are much better ways of carryng on the relief that 
Western Union is entitled to have, without creating one single com- 
pany in which there will be no competition in international-American 
service. 

Senator Enete. I am not necessarily disagreeing with the Senator 
from Oklahoma. What I am trying to find out is whether or not 
Western Union hasn’t gotten itself out on a limb here, by accepting 
legislation introduced in 1942—this doesn’t give the date of the 
passage of the act-—— 

Mr. MarsHaty. 1943. 

Senator Enetez. It became law in 1943, and acting under that legis- 
lation on the assumption that something would occur which has not 
occurred, and then Western Union finds itself in the position of being 
ordered, as I understand, and that is referred to also in Mr. Mar- 
shall’s statement, here on page 3, they are called in and told to divest, 
and told at the same time that they cannot divest by merging with 
what amounts to the only practical purchasers in the market. 

It is like tying their hands and then swatting them. I am trying 
to find out if that is what is going on. Now, I am not saying it is, but 
I am trying to find out if that is what is happening. 

Mr. MarsHatt. It puts a nice sword over your head. 

Senator Monroney. The law is not quite as clear that they can’t 
merge. I mean, first, there must be a finding by the FCC under the 
Communications Act of 1934, which prohibits merger of any tele- 
graph carrier with a cable carrier, if the effect would be a substantial 
lessening of competition, and it could still be found that you have 
several companies operating so that the merger of one with another 
would not necessarily lessen competition. Certainly it would end com- 

etition if a complete monopoly in our overseas telegraphic service 
is authorized as this so-called permissive bill will authorize in setting 
up one giant individual monopoly. 

Senator Pastore. On that point, Mr. Marshall, is it your under- 
standing that you cannot today, without a specific amendment to the 
law, sell your international cable to an existing international cable 
company ¢ 

Mr. MarsHauu. Yes. 

Senator Pastore. That is your understanding ? 

Mr. MarsHatu. Yes, sir. r 

Senator Pastore. Then I would assume that Mr. Monroney is at 
variance with that. 

Senator Monroney. I am just quoting from a memorandum which 
we have from the Justice Department, that it would require a finding, 
I believe, counsel would say, by the FCC that it would not substan- 
tially lessen competition. 
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Senator Pastore. I am not talking about that point. The Justice 
Department is objecting to this bill. 

Mr. Marsuatt. That is right. 

Senator Pastore. The Justice Department takes the position that 
even if something should be worked out it ought to be worked out in 
a different manner than that suggested by this bill. Rather than to 
allow them all to merge to go to form one company, possibly, you 
could get an amalgamation of maybe one or two, or something of that 
sort, just to leave some competition in the field with reference to 
international telegraphy. 

The question has arisen here, why Mr. Marshall hasn’t offered these 
international cables for sale to an existing international cable com- 
pany. I understand Mr. Marshall to say that under the law they 
would have no right to. 

Mr. Marsuatu. That is right. 

Senator Pastore. Is that correct? 

Mr. MarsHatu. Yes, sir. 

Senator Pasrore. As you understand it? 

Mr. Marsuatu. Yes, sir. This statement of the Justice Depart- 
ment, which was presented to this committee says: 

It is quite clear that under the presently existing legislation the various inter- 
national telegraph carriers may not merge. This results both from the Commu- 
nications Act and the antitrust laws. 

Senator Pasrore. Therefore, even if you could induce or persuade 
one of the existing companies to buy the Western Union international 
cable, a law would have to be passed in order to permit that. Is 
that. correct? 

Mr. MarsHatu. That is correct. 

Senator Monroney. But this committee has within its power, or the 
Congress has within its power, on the issue of this committee, instead 
of buying one big monopoly package we can authorize any combina- 
tion that the Congress would choose to accept as alternative to elimi- 
nating all competition in the international telegraph field. 

Senator Pasrore. There is no question about that. I am merely 
pinpointing the fact that if Western Union International were to 
sell to one of the other existing international cables, a law would have 
to be passed in order to permit that. That is all I am trying to es- 
tablish. 

Senator Monronry. Or we could suspend the divestment of their 
foreign service by law. Either one is possible. This is no compelling 
mandate to authorize one huge monopoly. ; 

Senator Pastore. That is right. I am not speaking now of policy. 
I am speaking about legal jurisdiction. That is all I was trying to 
establish. 

Are there any further questions? 

Senator Monroney. Since you are worried, and the testimony of the 
FCC, apparently, worries about the vulnerability of earnings and 
otherwise, what is the ratio of your stock prices on the board today 
to what. they were, say, in 1955? 

Mr. Marswatu. Well, we have no stock of the cable company. We 
only have Western Union Telegraph stock. 
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Senator Monroney. It is a part of the Western Union Telegraph? 

Mr. Marswatu. It is a division of the Western Union Telegraph 
Co.; yes, sir. 

Senator Monroney. And do the earnings of your cable company of 
8.1 percent, after taxes, I believe that is; is it not? 

Mr. MarsHa.u. Yes, sir. ; 

Senator Monroney. Correspond about to your earnings of your 
domestic company ? 

Mr. Marswa.-. It isa little higher. 

Senator Monroney. A little higher than domestic? 

Mr. MarsHatu. Yes, sir. 

Senator Monroney. Therefore, the ratio of your cable to your 
domestic, the general level of your stock, would indicate public ac- 
ceptance of your earnings. Could you give us an idea of where your 
stock was in 1955, and where it is today ? 

Mr. Marsuat. I could give you what it was in 1948. It was about 
414. Itisnow about 3714. 

Senator Monroney. 1948 wouldn’t be a normal year, would it? I 
am not trying to get an abnormal year. Could you have someone from 
your staff, for the record, give us, say, a normal date—I mean January 
or July 1, or something—for the last 10 years of the stock? I think 
since this whole thing is predicted on the near bankruptcy of the 
industry it would be interesting to know what the stock values have 
been. 

Mr. MarsHatu. Very well. 

(The information requested follows :) 


THE WESTERN UNION TELEGRAPH Co., 
New York, N.Y., June 2, 1959. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear SENATOR: Following my testimony before your committee on May 14, 
1959, I was requested to provide additional and supplementary data which I 
am pleased to forward herewith, and which I shall appreciate having made part 
of the official record. 

Senator Engle expressed his interest in my statement (report, vol. 3, p. 284) 
as follows: 

“In subjecting itself to the divestment provision, however, Western Union 
anticipated that international merger would be permitted when the war emer- 
gency was over.” 

The Senator stated (report, vol. 3, p. 323) : 

“If Congress passed legislation, and under that legislation you took a position 
which you would otherwise not take, on the assumption that subsequent to the 
war, or at the end of the national emergency, you would be permitted to take 
action which you were then not permitted to take because of the war and 
international emergency, and that is clearly revealed in the record, it seems to 
me that would have a bearing on this matter.” 

I promised that such documentation would be supplied for the record. 

Because of the intimate knowledge he has of this question, I requested former 
Senator Ernest W. McFarland to prepare the attached statement. As you 
doubtless know, Senator McFarland, during his service in the Senate, extending 
from 1941 to 1952, coauthored and handled telegraph merger legislation and 
served, initially as a member and later as chairman, of several Senate commit- 
tees which exhaustively explored this entire question. As a preface to the 
Senator’s statement, I should like to emphasize that as long ago as June 10, 
1921, Congress enacted legislation (Public Law 15, chap. 20, 67th Cong., 1st 
sess., 42 Stat. 27) permitting the merger of American telephone companies with- 
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out regard to the domestic, foreign, or international character of their opera- 
tions. Such permission to telephone companies to merge is now reflected in 
section 221 of the Communications Act. 

Senator McFarland’s statement is, I think, self-explanatory. To summarize 
the legislative history behind the enactment of the divestment provision, as 
more fully brought out by his statement: 

“The Senate Interstate and Foreign Commerce Committee, in 1941, submitted 
a report which charted a policy for a unified domestic telegraph carrier and a 
separate unified international carrier, each limited in its operations to its par- 
ticular field. 

“In 1942, a bill to implement this policy was considered in extensive hearings 
before the Senate committee and was supported by various Government depart- 
ments including the Federal Communications Commission. It was, however, 
revised by the committee to eliminate the provision which would have permitted 
merger of international carriers because the Navy made strong representations 
to the committee that merger in the international field during the then World 
War II emergency would disturb worldwide communications and be detrimental 
to the war effort. In explanation of the revision the committee stated its 
agreement with the Navy that the question of international merger might better 
be reexamined after the war. 

“After the bill with international merger omitted had been passed by the 
Senate and referred to the House, further hearings were held by the House 
committee and, notwithstanding the Navy’s position, the Federal Communica- 
tions Commission again testified in support of international merger and the 
House committee revised the bill to reinstate the international merger provision 
before reporting it out on December 27, 1942. Time did not, however, permit 
action by the House on the bill before the expiration of the 77th Congress 4 days 
later. 

“Barly in the next Congress, on January 25, 1943, in the case of the Senate, 
and on February 10, 1943, in the case of the House, bills were passed with the 
international merger provision omitted. The House committee reporting on the 
bill obviously decided to accept the Navy’s position and to join with the Senate 
in acceding to a deferral of international merger legislation until the war 
emergency had passed. The bills passed by the Seante and the House, while 
identical in omitting international merger permission, differed in various re- 
spects, the major difference being the retention in the Senate bill, but the omission 
from the House bill, of the divestment requirement. The House committee 
report indicates that this omission was made in awareness of the fact that such 
a provision would require a merged domestic carrier to discontinue international 
operations, although nothing in the bill would prevent international carriers 
from carrying on domestic operations. The divestment provision was, however, 
accepted by the House conferees when conferees were appointed to consider the 
two bills, and the divestment provision was therefore included in the bill 
reported by the conferees and passed by both the Senate and the House as 
section 222 of the Communications Act.” 

This background constituted, I believe, justification for Western Union to 
anticipate that international merger legislation would be enacted after the war. 

A second point on which I was requested to provide additional data was the 
market price of Western Union’s stock for the last 10 years. Senator Monroney 
requested the information (report, vol. 3, p. 329). Attached is a statement 
showing the high and low market quotations on the New York Stock Exchange 
from 1950 through 1959. Also shown on the statement are the operating 
revenues and net ordinary income (before income taxes) of the Cable System 
for the same years, it being apparent from the declining trend in Cable System 
income that the improvement in the market value of Western Union stock has 
not been due to Cable System operating results. 

On the matter of the trend of Cable System net ordinary income, I should 
like to clarify the record on a point I made when I said (report, vol. 3, p. 319) 
that American Securities Corp. wished, because of a decline in earnings, to 
renegotiate the price for the Cable System originally set forth in the memorandum 
of understanding for the purchase by it of the Cable System. I indicated (p. 320) 
that 1958 earnings were down about 5 percent. In giving this percentage figure 
I was referring to the average annual earnings (before taxes) for the latest 
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3-year period, 1956 through 1958, in contrast with the 3-year period, 1953 through 
1955, which had immediately preceded the execution of the memorandum of 
understanding with American Securities Corp. on February 10, 1956, and which 
had been the basis for the discussions with American Securities Corp. in which 
the price specified in the memorandum of understanding was fixed. The enclosed 
schedule sets forth before-tax income for each year in each of the two 3-year 
periods, with the average annual earnings shown for each period. The decline 
in average annual earnings was 5.3 percent. 

I should like to express to you and to the members of your committee, at this 
time, our renewed appreciation for the opportunity afforded us to present Western 
Union’s views on the desirability of legislation which would permit merger in 
the international telegraph field. It will be our pleasure to provide any addi- 
tional information the committee may desire. 


Sincerely, 
W. F. MARSHALL, 


STATEMENT OF ERNEST W. McFARLAND 


Walter P. Marshall, president of the Western Union Telegraph Co., in his 
appearance before the U.S. Senate Interstate and Foreign Commerce Committee 
on May 14, 1959, stated: 

“In subjecting itself to the divestment provision, however, Western Union 
anticipated that international merger would be permitted when the war. emer- 
gency was over. That expectation has not yet been realized.” 

Mr. Marshall was requested by Senator Engle (Democrat, California) to “cite 
anything in the record specifically which indicates that the Congress * * * in- 
tended at some subsequent time to permit international merger.” 

Because I coauthored and handled the merger legislation and was initially a 
member of, and subsequently chairman of, the several Senate committees which 
investigated and reported on the advisability of permitting merger in the tele- 
graph field, Mr. Marshall has asked me to provide the documentation requested 
by Senator Engle. 

To understand fully the steps which would lead anyone to anticipate that 
Congress would pass merger legislation, it is necessary to review the history of 
the legislation. Prior to the time that I went to the Senate in January 1941— 
and in fact for 7 years prior thereto—it had been proposed that Congress permit 
merger of telegraph carriers. 

As early as January 23, 1934, an interdepartmental committee, including the 
Departments of Commerce, State, Army, Navy, Treasury, the Bureau of Stand- 
ards, Coast Guard, and Federal Radio Commission submitted a report to the 
Senate Interstate and Foreign Commerce Committee recommending that per- 
mission to merge be granted all telegraph carriers. 

On January 21, 1935, the Federal Communications Commission recommended 
legislation permitting merger of all telegraph carriers, domestic and inter- 
national. 

A resolution (S. Res. 95) was introduced by Senator Wheeler on March 28, 
19389 (76th Cong.), which authorized and directed a study of the telegraph in- 
dustry. The study was extended by authorization of the 77th Congress and 
elaborate hearings were held. The writer was chairman of the subcommittee 
which conducted the hearings. 

In response to a request from the subcommittee, the Federal Communications 
Commission submitted reports on December 23, 1939, and February 21, 1940, 
recommending legislation permitting the merger of domestic telegraph com- 
panies and the merger of international telegraph companies. Following ‘hear- 
ings at which representatives of the defense forces, Government agencies, tele- 
graph and telephone companies, and labor organizations were heard, a report 
(No. 769, 77th Cong.) was made on October 28, 1941. 

In this report, legislation providing for the merger of domestic telegraph 
carriers on the one hand and international telegraph carriers on the other was 
recommended, for the stated purpose of establishing a policy of one strong 
domestic carrier and one strong international carrier. It was also recommended 
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in the report that, in the event of a merger in either the domestic or the inter- 
national field, the merged carrier should be required to limit its operations to 
the particular field and to divest itself of operations in the other field. 

In accordance with this recommendation of the Senate committee, a bill was 
introduced, S. 2445 (77th Cong.) by Senator White and the writer. Extensive 
hearings on the bill were held in April and May of 1942 and, among other wit- 
nesses supporting the bill, Federal Communications Commission representatives 
urged legislation permitting unification of the international carriers ag well as 
legislation permitting unification of the domestic carriers. The testimony of- 
fered at the hearings demonstrated the need for merger of the domestic carriers 
into one entity and the international carriers into another. 

Opposition to merger in the international field during the then wartime emer- 
gency was expressed, however, on behalf of the Navy by Secretary of the Navy 
Knox. In a letter dated June 10, 1942, submitted to the committee, he expressed 
the belief that “a consolidation or merger of commercial communications facili- 
ties in the international field at this time would disturb worldwide communica- 
tions and would consequently be detrimental to the war effort. 

For this reason Secretary Knox recommended that the provisions of the bill 
which would authorize merger in the international field be eliminated from the 
pill. That the Navy’s objection went only to the timing of international merger 
legislation is borne out by the fact that in 1945, at hearings before a Senate 
committee pursuant to Senate Resolution 187, Secretary of the Navy Forrestal 
testified (hearings on S. Res. 187, pt. 1, p. 3) to the effect that the objections of 
the Navy Department in 1942 related to the timing of the proposal for interna- 
tional merger and that the Department, in 1945, “recommends that action be 
taken to accomplish a consolidation of our international communications car- 
riers; and that that be done on a mandatory and not on a permissive basis.” 

On June 16, 1942, the Senate committee reported a revised and renumbered 
pill, S. 2598, which, in view of the Navy’s position, eliminated permissive merger 
legislation in the international field. The only reason for this elimination as 
stated in the report which accompanied the revised bill (Rept. No. 1490, 77th 
Cong.) was the opposition to wartime international merger which had been ex- 
pressed on behalf of the Navy. The report stated that the committee agreed 
with Navy officials that “the question of international mergers or consolidations 
might better be reexamined after the war, and a legislative decision be based on 
the factors at that time.” 

§. 2598, as so reported, passed the Senate on June 22, 1942, and was referred 
to the House. At House hearings during July 1942, Federal Communications 
Commission witnesses once more urged permissive merger legislation in the 
international field, and on December 27, 1942, a House committee unanimously 
reported a substitute bill with provisions permitting international as well as 
domestic telegraph merger (H. Rept. 2664, 77th Cong.). Time did not, however, 
permit action to be taken by the House before the expiration of the 77th Congress. 

Immediately upon the convening of the 78th Congress, S. 158 was introduced 
(January 7, 19483) by Senator White and the writer, which was identical with 
§. 2598 except for one clarifying amendment. Thus this bill did not include 
provisions authorizing merger in the international field. The bill was passed by 
the Senate and referred to the House, and a revised bill was passed by the House. 
This time the House likewise omitted from its bill provision for merger in the 
international field; the House bill differed from the Senate version in that it 
omitted the divestment provision in relation to a merged domestic carrier. The 
House committee report accompanying its version of the Senate bill made refer- 
ence to the legislative history and the consideration of successive prior bills, and 
it is fair to assume that, in following the Senate on the point of omitting provi- 
sion permitting merger in the international field, the House committee was 
guided by the same consideration which had prompted the Senate’s action; 
namely, the Navy Department’s views. 

Following the appointment of conferees, the differences between the two ver- 
sions of S. 158 were reconciled. The House conferees accepted the divestment 
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provision in the Senate bill. The bill as reported by the conferees was passed by 
both Houses and became section 222 of the Communications Act, providing for 
permissive merger in the domestic field but not in the international field. 

Pursuant to this legislation, Western Union and Postal Telegraph made appli- 
eation on April 30, 1943, to the Federal Communications Commission for approval 
of a merger of the two companies. Approval was granted by the Commission on 
September 27, 1943, and the merger was consummated on October 7, 1943. 

The basis for Mr. Marshall’s statement that Western Union anticipated inter- 
national merger would be permitted when the war emergency was over is indi- 
cated by the historical outline set forth above. The Senate committee had in 
1941 charted a policy for a unified domestic carrier and a separate unified inter- 
national carrier; the Senate committee had in 1942 based its elimination of per- 
missive merger legislation in the international field on the exigencies of the war 
situation as presented by Secretary Knox, and had at the same time indicated a 
desire to reexamine the problem after the war; the House committee and Federal 
Communications Commission witnesses had, even after this action by the Senate, 
recommended the reinstatement of permissive legislation in the international 
field. These facts justified the expectation on the part of Western Union that 
the Congress would, as soon as the war emergency had ended, reexamine the 
matter and enact the legislation which had been deferred previously only because 
it would, in the Navy Department’s phraseology “disturb worldwide communi- 
cations and consequently be detrimental to the war effort.” 

Hardly had the Western Union-Postal merger been consummated when the 
Senate took a further step looking, Western Union hoped, to international merger 
legislation. On October 19, 1943, Senate Resolution 187 was passed hy thé 
Senate, authorizing the Senate Interstate and Foreign Commerce Committee to 
study international communications by wire and radio. The study was subse- 
quently continued by Senate resolutions adopted from 1944 through 1952, and 
interim reports were rendered by the Senate committee in 1946, 1947, 1949, and 
1953. The reports reflect the lack of a unified view among Government depart- 
ments, and the consequent absence of a definite agreement on American policy on 
international communications. As a result, Western Union’s anticipation has 
not yet been realized and it still remains subject to a divestment requirement with 
which it has been unable to comply. 

One of the reports (S. Res. 19, 80th Cong.) expressed the sympathy of the 
Senate committee with Western Union’s position: 

“In fairness to the Western Union and in the interest of strengthening this 
domestic communications company so that it can offer a better service to Amer- 
iean users, the Congress should * * * either eliminate from the law the pro- 
vision which prevents the Western Union Co. from carrying on fully and freely 
its international business by cable, or expedite legislation providing for mer- 
ger of international carriers so that the cables may be transferred to such 
carrier.” 

I would emphasize, in conclusion, as evidence of the committee’s continuing 
concern about the need to strengthen the American international carriers, the 
following statement contained in that same congressional report. The report 
stated (p. 5): 

“It must be remembered, as has been pointed out in earlier reports by the 
committee, that except for the period of the war, the United States never has 
had a worldwide communications service available to American patrons which 
insured the delivery of diplomatic, military, or commercial messages through 
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its own services to every point of destination and at rates as low as those 
available to nationals of other nations. This is not the fault of American com- 
mercial carriers doing business in the international field ; in equipment, methods, 
initiative, and all-round ability they surpass the world. * * * But the fact re- 
mains that the British combine, through Empire preferences and other arrange- 
ments, has been for years, and remains today, a world-circling communications 
network whose services must be employed to get messages into many, many 
places in the world.” 

I submit that this expression of the committee’s expressed longstanding con- 
cern as to the need for strengthening the position of the American international 
earriers confirms the reasonableness of Western Union’s expectation that in- 
ternational merger legislation would be enacted. 

ERNEST W. McFArRLAnpD. 


THE WESTERN UNION TELEGRAPH Co. 


High and low market prices on New York Stock Exchange of Western Union stock 
for years indicated 


1950 ! 
1951 ! 
19521 
1953 ! 
1954 ! 81546 


1 Adjusted for 4 for 1 split in May 1955. 


Western Union cable system operating results 


Net ordinary Net ordinary 
Operating {income before Operating {income before 
revenues income revenues income 


$8, 515, 326 $1, 833, 842 13, 281, 160 

9, 813. 951 2, 200, 160 14, 141, 097 
10, 552, 623 2, 135, 368 14, 419, 174 
11, 830, 758 2, 703, 548 14, 410, 139 
12, 653, 319 3, 591, 069 14, 578, 527 


1Interest on funded debt is not allocated as between landline and cable operations, but is included in 
full as a landline expense. 

2 Net income before taxes for 3 months in 1959 amounted to $689,352, which compares favorably with 
net income before taxes for the same period of 1958 of $663,617. However, for the balance of 1959, knowa 
increases in wage expense and pension contribution, and n2cessary cable ship repairs and other increased 
ocean cable maintenance, are expected to substantially increase; and 1959 net ordinary income before 
taxes has been estimated at only $2,417,000. 
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THE WESTERN UNION TELEGRAPH Co., 
New York, N.Y., June 12, 1959. 
Hon. Warren G. MAGNUSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DeEAR SENATOR: Inasmuch as my testimony before your committee on May 14 
was presented before Mr. Beirne had testified on behalf of the Communications 
Workers of America, and also before Mr. McCambridge had testified on behalf of 
Press Wireless, Inc., I could not comment on the suggestions they made for 
revision of the committee print under consideration by the committee. 

I thought it might be helpful to the committee if I availed myself of the 
privilege granted to offer supplementary material, and furnished the committee 
with brief comments on the suggestions for revision which they made. 


MR. BEIRNE’S SUGGESTED REVISIONS 


Mr. Beirne urged revisions increasing the job security protection to be provided 
by the legislation. 

On the matter of employee protection, I believe that the legislation should 
afford reasonable protection, even though the protection may result in deferring 
the realization by a merged company of the full benefits of merger. 

I think the committee print provides that reasonable protection. As Mr. 
Beirne mentions, it was patterned on the domestic merger legislation (sec. 222 
(f)), with some modifications providing increased benefits to the employees. 

Mr. Beirne urges, however, that that protection is not enough. To summarize 
his principal points: 

(1) Instead of guaranteeing continued employment to employees of at least 
2 years’ service, Mr. Beirne urges that every employee with service of more than 
1 day more than the customary 3-month probationary period should have the same 
employment guarantee. 

(2) Instead of limiting the protection to employees at the date of approval 
of a merger (and also protecting employees against discharge, etc., during the 
6 months preceding the application for approval), Mr. Beirne urges that all 
employees at the date of enactment of the legislation should be protected. 

(3) Instead of guaranteeing employment for 4 years (or a lesser period equal 
to the employee’s service), Mr. Beirne urges that the guarantee should have 
no time limit, or should be at least be for 6 years. 

(4) Instead of recognizing the provisions in pension plans which permit 
employees to be retired upon attaining retirement age, Mr. Beirne urges that 
pension plan provisions should be overridden and that the legislation should 
allow employees to continue in service longer than they could in the absence 
of merger—as long, apparently, as they wish. 

(5) Not only does Mr. Beirne urge this modification of pension plans. In 
addition, he urges that any employee should be entitled to retire on pension 
upon reaching age 60, regardless of the terms of his pension plan. 

(6) The extended employment guarantee requested is not enough. In addi- 
tion, Mr. Beirne urges, for at least 6 years an employee should be entitled to 
take severance pay and leave the company. After 6 years of guaranteed em- 
ployment, less 1 day, the employee should be entitled to take full severance pay 
(with the 6 years presumably counting in the computation of the severance 
pay). 

I submit to your committee that these requests are not within reason. They 
seek more than I believe has been provided by any legislation dealing with the 
problem of employee protection upon merger; and acceding to these requests 
might well defeat the very purpose behind the legislation. Enacement of the 
legislation would constitute congressional recognition of the importance, from 
the viewpoint of national defense and the public interest, of the creation through 
merger of a strong unified international telegraph carrier. But merger might 
never occur if a consequence of merger were such substantially greater benefits 
to employees than they enjoyed before merger as to defeat the purposes of 
merger. 

Furthermore, I seriously doubt that extending the employment guarantee 
beyond the 4 years provided in the committee print would be in the.best interests 
of the majority of the employees, or even in the best interests of the excess 
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employees themselves. An efficient working force cannot be developed, and 
efficient service to the public cannot be supplied, if there are a substantial number 
of idle or semi-idle employees on the roll. And as to the excess employees them- 
selves, if as I assume any extension of the employment guarantee would only 
be for a specified period of time (and not forever), it would not appear to be 
in their best interests to defer for the longer period the change in employment 
which would eventually be inevitable. 

I have limited my comments to the principal points which Mr. Beirne made, 
and have not touched on his many other suggestions. If a more detailed dis- 
cussion of each suggestion would be helpful to the committee or its staff, I should 
be glad to make members of my staff available for the purpose. 


MR. M’CAMBRIDGE’S SUGGESTED REVISION 


Mr. McCambridge urged the addition of a provision to prevent a merged carrier 
from taking action which would prevent Press Wireless from competing on fair 
and equal terms. 

I do not feel that the suggested provision is either necessary or advisable. 
The FCC has adequate authority under existing law to prevent unfair competitive 
practices and, to the extent that the suggested provision would add to the 
Commission’s power, it would legislate Press Wireless, a carrier performing a 
limited and specialized service, into a unique status. 

Respectfully yours, 
W. F. MARSHALL, 

Senator Pastors. Are there further questions? 

Mr. Engle? 

Senator Enote. No further questions. 

Senator Pastore. Thank you, Mr. Marshall. 

Our next witness is Mr. McCambridge. 


STATEMENT OF WILLIAM J. McCAMBRIDGE, PRESIDENT, PRESS 
WIRELESS, INC. 


Mr. McCampriwwce. My name is William J. McCambridge, and I am 
president of Press Wireless, Inc. 

Before I start I would like to ask the indulgence of this committee 
because what we have to suggest in connection with this has a lot to do 
with the history of Press Wireless, and its present situation. 

Our company is concerned about the possible adverse effects that 
enactment of the committee print of proposed international telegraph 
merger legislation, formerly S. 4231, would have upon Press Wireless, 
Inc., and the public interest. 

We appreciate this opportunity to state why we think the bill as 
now drafted is objectionable, and what amendments should be made 
in the bill to avoid its adverse effects. 

Our company does not wish to merge with the larger international 
telegraph carriers. It desires to operate in competition with such 
carriers. 

However, for reasons which I shall state, this proposed legislation, 


without the amendments we suggest, would, in our judgment, make it 
impossible for us to compete with the merged company on a fair and 
equitable basis or to perform the functions for which we were estab- 
lished and which we have performed effectively through the years. 

Owing to the undeveloped state of the radio art prior to 1927, prac- 
tically all radio communication on a commercial scale was carried on 
at low or medium frequencies—less than 550 kiloycles. For longer 
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distances, high frequencies, above 1500 kilocycles, were being used 
sparingly and on a more or less experimental basis. 

In 1928 the Radio Commission decided that the art had developed 
to the point where high frequencies could be allocated and assigned 
on a regular basis. 

The press was among the first to recognize the utility of high fre- 
quencies. Numerous applications were filed with the Commission in 
1928 by individual newspapers, press associations, and news entities 
seeking to establish their own individual high frequency radio circuits 
for the handling of their own messages between points in the United 
States and between points in the United States and overseas points. 
Existing international telegraph carriers and other private entities 
also filed for permission to use high frequencies on a regular basis. 

A long and exhaustive hearing was held in 1928 and 1929 on all 
of the pending applications. The existing carriers opposed the grant 
of high frequencies to the press, and other users, contending that exist- 
ing carriers should be given all of the frequencies. This position of 
the carriers was rejected by the Commission. 

While the hearing was still in progress, the Radio Commission it- 
self urged the press as a whole to organize one corporation not con- 
trolled by any one press interest which would be the licensee for all 
radio facilities for the press and which would operate as a common 
carrier serving all press users on equal terms and conditions. If 
this were done, the then pending individual applications by the 
various press entities could be dismissed. 

The press applicants carefully considered and then followed the 
suggestion of the Commission and organized Press Wireless in July 
1929. The Commission promptly reviewed and approved the original 
corporate charter and bylaws of our company and granted construc- 
tion permits and licenses to it for the handling of messages for all in- 
dividual press entities. Thereafter, the numerous individual applica- 
tions were withdrawn. 

In support of this action the Radio Commission stated : 

The issuance of construction permits for press public service to one general 
public utility corporation to serve all the press rather than to a number of com- 
panies organized by and subsidiary to individual newspapers and press associa- 
tions is in the public interest, convenience, and necessity, because: 

(a) It will permit the constant lessening of frequency separation between 


stations as the radio science develops and hence most economically exploit the 
use of radio facilities. 

(b) Only thus can General Order No. 62 of the Commission be taken advan- 
tage of to increase the number of frequencies in use. 

(c) It will promote a more efficient management of press communication. 

(d@) It will provide the only means for flexibility of frequency use to take care 
of the changing situs of important news events. 

(e) It will prevent an uneconomic duplication of facilities. 

(f) It will prevent ruinous competition between communications agencies of 
the same character, while at the same time creating an agency of sufficient 
strength to engage in healthy competition with other large radio communication 
companies. 

(g) It will be the only means of preserving a reserve of radio facilities for use 
in case of important news events or great need for emergency communication. 

(h) It will guarantee neutrality of use and will prevent the otherwise certain 
monopoly of a subsidiary’s facilities by the parent newspaper companies. 
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(i) It will avoid congestion on some frequencies and idleness on others by a 
proper distribution of traffic. 

(j) It will provide for the assignment of radio facilities from a nationa] 
standpoint as distinguished from a local assignment based upon needs of indi- 
vidual newspapers. 

(k) It will provide the only practical guarantee that facilities will be avail- 
—. newspapers and press associations hereafter desiring to use radio fa- 

(lt) It will provide increased facilities for multidirectional transmission to 
large numbers of newspapers served by press associations. 

(m) It will afford an opportunity for the participation of agencies prevented 
by their charters from forming subsidiary public utility companies. 

(n) It will provide the only method for the grouping of adjacent frequencies 
in one transmission to give to newspapers the advantage of facsimile transmis- 
sion by radio. 

Due to early court litigation, supported by RCAC and Mackay, 
which terminated favorably to us, our company was not able to begin 
operation until 1931. 

From 1931 to date, however, we have constantly expanded our 
services and, in our opinion, we have fulfilled the high purposes which 
the Radio Commission had in making the original grants to Press 
Wireless, notwithstanding certain actions from time to time by Gov- 
ernment agencies and our competitors, which, we believe, have been 
unduly restrictive of our services. 

Today more than two-thirds of all of the press telegraph traffic in 
and out of the United States is handled by our company. 

Last year we handled more than 450 million words of textual mate- 
rial, 36,000 radiophotos, and 83,000 minutes of radio broadcast pro- 
grams. 

Our company has regular stations or offices in the United States 
and 11 foreign countries. They are located in Washington, New 
York City, United Nations Headquarters, San Francisco, London, 
Paris, Bonn, Geneva, Buenos Aires, Prague, Havana, Rio de Janeiro, 
Montevideo, Sao Paulo, and Manila. 

From time to time we provide special temporary offices and facili- 
ties to serve the press at locations where special news events occur, 
such as the recent NATO foreign minister conference here in Wash- 
ington, the forthcoming 1960 Winter Olympics at Squaw Valley, 
Calif., and the present Foreign Ministers’ Conference at Geneva. 

We provide a radio relay station at Montevideo, Uruguay, to back 
up the vital Europe-New York transmission belt with reliable inter- 
national service during recurring cycles of atmospheric disturbances. 

Our toll circuits reach 20 of the largest countries in Europe, Latin 
America, and the Far East. We operate multipoint service to 62 
countries. 

Press Wireless instituted the multiple-press service which, unlike 
cables, allows transmission of one dispatch simultaneously to a num- 
ber of cities with a consequent saving. It pioneered in radiophoto 
and facsimile transmission, using methods it had originated. Press 
Wireless was the first carrier to handle radiophoto circuits with 
France, Berne, and Chungking. It operated a radiophoto circuit 
with the Byrd Expedition to the South Pole in 1939 and 1940. The 
company gave the press its first radioprinter circuit in 1941. 
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After the German invasion of Western Europe in 1940, Press Wire- 
less moved its equipment ahead of the approaching German army to 
provide press communications to the rest of the world. For a sub- 
stantial part of the summer of 1940, Press Wireless was the only 
American carrier in communication with France. All diplomatic cor- 
respondence during that period between the President and Depart- 
ment of State in Washington and Ambassador Biddle in France was 
handled by Press Wireless, until the Ambassador was forced to evac- 
uate from Bordeaux to avoid the oncoming German Army. 

Across the world, in China, the Press Wireless station in Shanghai 
continued to operate even after the Japanese had entered the city in 
1941. In 1948, the company had the only inbound traffic received 
from Yugoslavia, originating with the guerrilla forces there. 

Press Wireless for days was the only outlet for news on the Nor- 
mandy beachhead. In addition to U.S. press dispatches and network 
radio broadcasts from Normandy, the bulk of the news dispatched to 
England was carried by Press Wireless. British news correspond- 
ents filed with Press Wireless and their copy was sent to New York 
from whence it was relayed over a Press Wireless circuit back to 
London. 

The mobile units with the advancing Allied armies in France and 
our stations in the Philippines handled radiotelegraph, radiophoto 
and relay broadcasting services that contributed greatly in bringing 
the war news quickly and completely to the American people. 

Press Wireless, Inc., handled the first radiophotos ever received 
from the Antarctica during Admiral Byrd’s expedition to the South 
Pole in 1940. On each expedition since that time, including the 1957- 
58 International Geophysical Year, the U.S. Navy has selected Press 
Wireless to operate the only nonmilitary radiotelegraph and radio- 
photo circuits between the Antarctica and the United States. 

Press Wireless performed the first reception on the west coast of 
the United States of the Russian sputnik satellite in October 1957. 
It also provided the first reception in the United States of the Ameri- 
ean Explorer satellite in February 1958, for U.S. broadcast networks 
and news agencies. 

The first continuous television picture from the BBC in London ever 
received across the Atlantic was received by Press Wireless at its 
New York receiving plant in November 1957. 

Press Wireless handled a large volume of nonpress Government 
messages during the last war under special temporary authorization 
by the FCC. This authorization was issued at the request of U.S. 

overnment agencies. They wanted all available radio facilities open 
during wartime for Government use. 

Also during the last war Press Wireless was authorized to handle 
and did handle commercial messages on a limited basis. These were 
primarily so-called VLT and EFM messages for members of our 
armed services. This commercial service was also furnished by our 
company at the behest of the Government. 

Senator Pastors. Will you tell us what VLT and EFM stand for? 

Mr. McCampriwcg. They are purely personal messages of the Armed 
Forces staff to their families in the United States. 
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Senator Pastors. All right, sir. 

Mr. McCampriwcr. In this connection, the Commission found after 
a hearing that— 
we believe that although primarily equipped to handle press traffic, Press Wire. 
less is, by nature of past experience and present facilities, equipped to handle 
commercial traffic on a limited scale (10 F.C.C. 303). 

We have recently inaugurated international teletypewriter ex- 
change service for the press, telecon, in competition with the tex and 
telex service of our competitors and we expect to expand this service 
in the future. 

As to technical contributions, we have the following: 

Technical pioneering or development by Press Wireless during the 
years of competition with the larger carriers include: 

1. First use in the United States of air-cooled vacuum tubes in transmitters 
of 5 kilowatts or more ; 

2. First use of subcarrier frequency modulation system for radio pictures; 

3. First use of the frequency shift system, key to the success of single and 
dual channel radioteletype and facsimile operations ; 

4. Improved terminal equipment devices, such as multiple channel duoplex 
which provides for the operation of two automatic printer circuits simul- 
taneously on the same transmitter and same frequency ; 

5. First carrier to develop and put into practical operation apparatus 
capable of transmitting 800 words a minute; 

6. First carrier to begin “splitting” frequencies, in 1943, thereby reducing 
from 5,000 cycles to 2,500 cycles the usual channel separation required for 
transmission, effectively doubling the number of frequencies without addi- 
tional frequency assignments ; 

7. Utilization of the moduplex system, whereby one radio program and 
one telegraph transmission can be carried simultaneously on the same 
channel ; 

8. Expansion of the multiple address services ; 

9. Development of model C radio receivers which operate automatic 
printers used for reception of news from multiple address transmissions. 

Because of the use of the foregoing techniques Press Wireless has 
been able to make the most efficient use of its frequencies. In 1 year, 
for example, it carried more words on the 36 frequencies it was then 
licensed to use than one of its larger competitors transmitted on the 80 
frequencies assigned to it. 

Now, as to our rate contributions: 

The separate “Press” rate classification in the domestic field of the 
telegraph industry was established many years ago. Until recently, 
domestic press rates were one-third of commercial rates for day opera- 
tions and one-sixth for night traffic. Not long ago these rates were 
increased to approximately one-half and one-quarter, respectively. 

In the international field a rate differential was established at a con- 
ference in Lisbon in 1908. The rate for ordinary press messages was 
fixed at one-half of the ordinary commercial rate within the European 
area, and at not more than one-half on all other international circuits. 

At a conference held in Paris in 1949, where the U.S. Government 
became a signatory party to the international teegraph regulations 
for the first time, a revision in the rate differential was made. It 
pegged the press rate at one-third of the commercial for traffic outside 
the European area thus allowing no latitude for an American carrier, 
for example, to set a lower rate if it could be justified. 
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This would have meant that whenever the commercial rate of 
American carriers was increased the press rate would go up along with 
it automatically. Since Press Wireless rates were already less than 
this figure, due to constant efforts to keep rates down, the new per- 
centage set at the Paris conference would have meant a substantial 
increase in charges to the press of the United States running into hun- 
dreds of thousands of dollars a year. 

Both Press Wireless and the American Newspaper Publishers As- 
sociation objected to this treaty provision. Informal hearings on these 

rotests were held at the Federal Communications Commission. Asa 
result, the United States made a reservation in the treaty to the effect 
that it would not adhere to the one-third rate figure, and expressed the 
hope that other countries could follow a similar line. 

Pres Wireless was the only international carrier that took action 
at that time to keep press rates down and was successful in so doing. 

There has been no increase in rates for international press messages 
from the United States to oversea points for the past 9 years, 1949-58, 
except for some increase made by our competitors, but not by Press 
Wireless, in certain urgent press rates. On the other hand, there 
have been six increases in the U.S. domestic press rates during this 
period. These increases have totaled more than 50 percent. 

Less than a year ago Press Wireless reduced its rate from New York 
to London. 

An important factor in keeping transmission costs low is the de- 
velopment by Press Wireless of the multiple-address system which 
now serves some 62 countries throughout the world. Press Wireless, 
since early in its career, has made it possible to transmit a press mes- 
sage to many cities simultaneously so that the cost to each point is 
very low. A press association can and does send its news reports to 
30 or more important points in addition to ships at sea. The average 
cost for this service, known as scheduled transmission service and 
charged for in time units instead of on a word-count basis, is less than 
1 cent a word by telegraph printer, voice, and facsimile. Receiver 
costs at each point, where they are not artificially controlled, are 
generally less than one-quarter of a cent a word. 

A word about unfair competition : 

In 1946 one of the larger competitors of Press Wireless entered 
the multiple-address press field with published rates fixed at such a 
low level that they were below the actual costs to the carrier for pro- 
viding the service. If this move had been permitted to go unchal- 
lenged, a precedent would have been set that would have encouraged 
our larger competitors to run us out of business at will. This was so 
because we were then limited as we are now to handling traffic for the 
press only, while our larger competitors were handling all classes of 
traffic for all types of users. Thus they could put into effect press 
rates that would be subsidized by their commercial and Government 
users, and at the same time would be below the level at which we could 
operate competitively. 

However, we protested to the Commission and, after a hearing, the 
Commission upheld our protest and found that the rates published 
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by our competitor were below its actual costs and held that this was 
unlawfully discriminatory against the other customers of the carrier 
and, in effect, ordered the rates increased to cover the properly al- 
located costs of the service (12 F.C.C. 933, 1948). 

Senator Monroney. Sir, since this was a public record and protest, 
what was the name of your larger competitor that put these rates in? 

Mr. McCamprince. Mackay Radio. 

Senator Monroney. Thank you. 

Mr. McCamprince. If the language of S. 4231 is enacted we are 
convinced that the ability of Press Wireless to continue to perform the 
functions for which it was established will be seriously and adversely 
affected. 

By its very nature the bill would do away with the longstanding 
congressional policy in favor of regulated competition between radio- 
telegraph carriers and between cable and radio-telegraph carriers 
by authorizing a combined cable-radio oversea telegraph monopoly. 

You will remember that one of the reasons Press Wireless was es- 
tablished by the Federal Radio Commission in 1929 was to create “an 
agency of sufficient strength to engage in healthy competition with 
other large radio-communication companies.” §, 4231, in our opinion, 
would completely nullify that purpose. 

There is nothing in the bill which would prevent the merged monop- 
oly from the use of any and all devices of unfair competition designed 
to remove Press Wireless from the field. 

If this is done we are certain that, from our past experience, press 
rates would be increased and the public interest would thereby be 
adversely affected. 

The merger of domestic telegraph carriers and the consequent pro- 
gressive increases in domestic press rates that have flowered from that 
merged company help to demonstrate our point on this. 

There is nothing in the bill that would prevent the Commission 
from discriminating against Press Wireless in the allocation of radio 
frequencies (and related bandwidths) to it vis-a-vis the merged 
monopoly; in granting radio licenses and certificates of public con- 
venience and necessity to serve points where the handling of traffic 
for the press and related entities would be of vital importance to the 
public; or in permitting the merged monopoly to furnish such serv- 
ice below cost for the purpose of eliminating Press Wireless as a 
competitor. 

In short, the Commission would have no obligation as it now has 
to provide “a business climate conducive to the improvement of exist- 
ing services and institution of new services” by healthy competition. 

The Federal Communications Commission in a recent ruling stated: 

The contentions of RCAC must be considered in light of the existing industry 
situation and our obligation under the Communications Act. There is active, and 
even fierce, competition in the international telegraph field generally, as well as 
specifically in the relatively new and fast-growing international teleprinter ex- 
change service. So long as the Communications Act embodies the spirit and 
provisions of the antitrust laws with respect to the international telegraph 
industry and prohibits merger or monopoly, it is our obligation to provide “a 
business climate conducive to the improvement of existing services and institu- 


tion of new services” * * * in carrying out our obligations under the act we 
must of course seek a proper balance between allowing the carriers adequate 
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opportunity to compete and preventing the carriers from engaging in improper 
practices to win the patronage of particular customers (FCC Docket No. 11900, 
In the Matter of Mackay Radio and Telegraph Co., Inc., Sept. 6, 1958, par. 24, 
quoting from prior FCC ruling in Docket 8277, June 24, 1955). 

With the repeal by S. 4231 of the policy of competition presently 
incorporated in the Communications Act, the FCC’s duty to foster the 
improvement of the radio art by competitive enterprise would cease. 

The Commission would no longer feel bound to allow competition 
in the form of Press Wireless circuits to points where the merged 
carrier had circuits. All of the original reasons for creating Press 
Wireless in the first place would be vitiated. 

It would also nullify the objective of the Commission stated in a 
memorandum opinion and order of April 24, 1958, in re Press Wire- 
less, as follows: 


‘Such class [referring to press] was established pursuant to section 201 of the 
Communications Act, primarily in the interest of the widest possible dissemina- 
tion of news and information at the lowest possible cost. This was done on the 
theory that domestically in a democracy it is essential to have a well-informed 
electorate to make intelligent decisions on pending problems, while interna- 
tionally the freest possible exchange of news is needed to promote understanding 
and world peace. 

The bill might well result in the creation of a cartel for dividing 
the domestic and oversea communications press traffic by private agree- 
ment between the merged monopoly and domestic telegraph companies 
a cartel agreement would inevitably affect Press Wireless ad- 
versely. 

Section 223(d)(1) purports to keep the oversea monopoly out of 
domestic operations but that section is largely nullified by the provi- 
sions of section 223(d)(2) which nevertheless would permit the 
merged monopoly and the domestic telegraph carriers by private agree- 
ment (subject to FCC approval), to enlarge or modify the domestic 
market which the monopoly may occupy and by the provisions of 
section 223(d) (3) which would permit the carriers by private agree- 
ment (subject to FCC approval), to divide traffic and revenues be- 
tween themselves. 

Almost any type of agreement reached under these sections for 
dividing up markets and allocating traffic and revenues among the 
merged monopoly and domestic telegraph companies would be damag- 
ing to the competitive position of Press Wireless. 

This is so because the present act guarantees to Press Wireless the 
same treatment by the domestic telegraph company that is accorded 
by that company to the international competitors of Press Wireless. 

Senator Pastore. Mr. McCambridge, you make a fine point here and 
I think that the FCC ought to answer this, if it can be answered. But 
the _— I should like to ask you, which is more or less academic, 
is this: 

You raise this point, that if the merger were allowed, that this 
merged monopoly could do many things to destroy the competition 
between you and it, with reference to Press Wireless. 

Mr. McCamprincer. That is right. 

Senator Pastore. Now, you did say that Mackay tried to do it? 

Mr: McCamprrines. That is right. 
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Senator Pastore. But that the Commission stopped them from 
doing it? 

Mr. McCamprinee. That is right. 

Senator Pastore. Now, if the Commission stopped Mackay from 
doing it to you, why couldn’t the Commission stop the merged mo- 
nopoly, so-called, from doing the same thing to you ? 

Mr. McCamprrincr. Because the bill that you are proposing super- 
sedes the bill which is now in effect which prevented anything of the 
sort happening. 

Senator Pastore. Say that again. You mean that this bill—— 

Mr. McCamepripce. This bill does not specify fair competition in 
that respect, as compared to the bill which is now in existence. 

Senator Pastore. Well, what if it did dothat? Would that satisfy 
your objection ? 

I am not urging you to do it; I am merely trying to clear the ree- 
ord, because I hope no one gets the opinion here, or the impression, 
that this is a prejudged matter. 

Mr. McCamerince. I understand. 

Senator Pastorr. We hold these hearings and ask many, many 
questions to elaborate and clarify the record. 

Mr. McCameriper. I have a suggestion to make as we go along. 

Senator Pastorr. I see. You are going to get to that point? 

Mr. McCamprince. That is right. 

Senator Pastore. All right. 

Senator Monroney. Weil, certainly it is a prejudged matter with 
the Federal Communications Commission, and I would like to know 
more about who put this sleeper into this bill, which, if the witness 
is correct in saying that you cannot prevent this discriminatory rate- 
making, on the part of others, to have been absent from the bill. 

I just don’t like so much presmoothing of the way that apparently 
has gone on from this whole pattern. 

Senator Pastore. Well, you do not like it from whom? You do 
not like it from me? 

Senator Monroney. Of course not. I am talking about the FCC 
and the Department of Defense, and all the agencies of Government 
which seemingly have, through some source, which I can’t detect, have 
been completely lined up and ready to push through a bill completely 
and entirely that will do the things the witness today says it will do 
to eliminate competition and the chance to even provide an existence 
for an independent company. 

Senator Pastore. I don’t know who is pushing this bill. All I 
know is some hearings were held on March 20, and further that Mr. 
Magnuson, who is chairman of the committee, asked me as a personal 
favor to him, because he has to go in for hospital treatment, to act as 
chairman for this hearing. 

All I know is these people are appearing here and presenting their 
case. 

The point I want to make is this is not a prejudged matter insofar 
as the members of this committee are concerned, as far as I know. 

Mr. McCamprice. I understand. 

Senator Pastore. And I repeat again, you raised a very forceful 
point and I think it has to be answered. 
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Mr. McCameprineg. This is the first time we have had a chance to 
discuss it. 

Senator Pasrorr. I asked you an academic question. In fact, I 
thought you were possibly under the impression that the Communica- 
tions Commission was releasing its jurisdiction. I hoped that that 
wouldn’t be the case. 

Mr. Zpple tells me that that isn’t the case under the bill. I am 
merely trying to correct the record, that is all. Who has a motive 
here, I don’t know. I hope I don’t have to get into that. 

Mr. McCamprince. I am not trying to impugn the Federal Com- 
munications Commission in any sense of the word. All I am asking 
for is protection. 

Senator Pastore. All right, sir. 

Furthermore, I am not answering for the motives of anyone except- 
ing those of the junior Senator from the State of Rhode Island. 

Mr. McCampripce. There is nothing in the bil] to prevent the 
merged monopoly from interfering with negotiations by Press Wire- 
less with foreign agencies seeking to establish new circuits or to 
expand existing circuits and services of Press Wireless. 

To the contrary, we would expect that the merged company would 
employ every stratagem to keep Press Wireless from entering into 
favorable agreements and contracts with foreign agencies or indeed 
from continuing in effect existing contracts and agreements that Press 
Wireless has in effect today. 

Under the present act the Commission forbids any international 
telegraph carrier from having any exclusive contracts with foreign 
points of communication. 

However, under the proposed legislation this protection to fair com- 
petition undoubtedly would be cast aside. 

Now, as to the amendments requested. Press Wireless has hereto- 
fore felt that it would be able to continue to operate and serve effec- 
tively as it has in the past under any permissive merger legislation. 

However, for the reasons indicated above, we believe that we can- 
not do so under the type of legislation represented by S. 4231. 

It is not the desire of Press Wireless to oppose permissive merger 
legislation per se. For this reason it is requested that certain amend- 
ments be made in the bill so that we may be allowed to continue to 
operate on a fair and equitable basis. The amendments that we have 
in mind could be expressed in an added new subsection of the bill 
along the following lines: 

Provided, That the provisions of this section shall not relieve any consolidated 
or merged carrier and any domestic telegraph carrier from the requirements of 
section 318, section 314, and section 602(d) of the Act or any other provision 
of law which relate to the right of any international communications carrier the 
major portion of whose traffic and revenues is derived from furnishing service 
to entities disseminating general information for the public or Government 
agencies, to compete on fair and equal terms with any consolidated or merged 
carrier and any domestic telegraph carrier; and the Commission shall not dis- 
criminate against such international communications carrier in the allocation 
of radio frequencies (and related bandwidths), in the granting of authorizations 
to serve the aforementioned entities to or from any point in the United States 


from or to any point in the world, or in any other way, nor shall the Commission 
limit the types of traffic which such international communications carrier may 
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handle in competition with such consolidated or merged carrier; and the Com- 
mission shall promulgate such rules as may be necessary to prevent unfair com- 
petition by the consolidated or merged carrier with such international com- 
munications carrier including, but not limited to, such cost-accounting rules as 
may be necessary to prevent the consolidated or merged carrier from providing 
service in competition with such international communications carrier at charges 
below the fully distributed and allocated costs to the consolidated or merged 
earrier therefor; and such rules as may be necessary to prevent any inter- 
ference with the freedom to negotiate and contract with foreign governments 
and operating agencies; and the Commission shall generally encourage and 
promote the use of radio for the transmission and reception of material related 
to or intended for dissemination or use among the peoples of the universe. 

Even if there should be no merger legislation Press Wireless feels 
that there are revisions that should be made in the present act to 
foster the flow of news and information to the people and, at an ap- 
propriate time, we would welcome the opportunity to suggest such 
revisions to the committee for its consideration. 

Senator Pastore. Thank you very much, Mr. McCambridge. 

Mr. Monroney. 

Senator Monronry. You mentioned a long and distinguished list 
of achievements in modernization and innovation in transmission, 
radio printers, facsimiles, and so forth. You even mentioned that 
news of the Normandy landings was carried by Press Wireless to 
New York and reached England from New York to London. 

Mr. McCamprince. That is right. 

Senator Monroney. The British radio is a Government-owned 
monopoly, is it not? 

Mr. McCamprincer. That is right. 

Senator Monroney. Do you feel that the same musclebound think- 
ing oftentimes applies to monopolies where the spirit of the competi- 
tion doesn’t exist, whether governmental or private ? 

Mr. McCampnripee. All I can say is from my own past experience, 
I have been on the other side of the fence as well as the communica- 
tions side, in the newspaper field and one of the reasons for the estab- 
lishment of Press Wireless was the delays and the mishandling of 
press during World War I. The Associated Press, which I handled 
their operations at that particular time, their dispatches were delayed 
as much as 24 and 36 hours. The press was up in arms regarding it. 
They could not get the news to the people over here on time, and what 
came over here was considerably delayed, and then it got the press 
to the point where they applied for their own radio facilities in order 
to try to correct some of that. 

The feeling was, they went to the communications companies here 
in connection with it at the time, and they were told that the trouble 
was all over on the other side, that they had nothing to do with it. 

When they got over on the other side they were told that the 
trouble was over here and it wasn’t their fault at all. So the press 
felt that it was necessary for them to get in and take some action, and 
because press traffic is high-priced traffic, it is a struggle to operate 
a service such as ours, and make ends meet, with the rates that we 
have against the higher priced commercial traffic of others, but we 
have succeeded in doing it. 
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We have had a great many innovations that we put into effect. Our 
time service, for instance, occupied about 65 to 70 percent of our 
revenue, as against our toll traffic. It has been that way and it has 
been going on that way more and more for the Jast 10 or 12 years, 
and eventually the time will come when it will be alltime service. 

There will be no toll traffic to speak of except small messages. 

But it is one of those operations that you can’t get around. It is a 
specialized service, and as such it is in the flexible position where it 
can furnish that service better than an organization which has a 
multitude of services, both press and nonpress, and a lot of Govern- 
ment service and all the other services that they have got to provide, 
and it can’t get down to the point where it can quickly do the things 
that are needed in the fast-changing world we are in today. 

Senator Monroney. One of the reasons apparently given—I had! 
the privilege of presiding at the first hearing—was that this is a rather 

oor group, these people who are in the international communications 
eld, in the leased-wire business and all, they are so marginal that 
they might be in great difficulty. 

I might cite the loss of Commercial Cable which has been consistent 
over the last 8-year period, but no one stresses that in this group— 
A.C. & R. groups—are two other companies, members of the same: 
family, which have been quite profitable. 

Furthermore, is it not a fact that A.C. & R., while its combination 
is quite large, that it is owned as a subsidiary by International Tele- 
phone & Telegraph, which in itself is a rather large company, and has: 
large proportions? 

Mr. McCamprince. I would rather not comment on the other- 
carriers. 

Senator Monroney. I see. All right. 

Mr. McCampripoer. If you don’t mind. 

Senator Monroney. That is perfectly all right.. 

Mr. McCamprinegr. All right. 

Senator Pastore. Mr. McCambridge, is the function that you per- 
form in competition at all with any of the performances: of the Inter- 
national Telephone & Telegraph Cable? 

Mr. McCamprince. To a small extent. One of the functions we 
perform is broadcasting facilities for broadcasting of news, for in- 
stance, news for the networks in the United States. We perform that: 
in certain places. In other places it is performed by the A.T. & T. 

Senator Pastore. I mean with reference to this—— 

Mr. McCamprince. With reference to news, as such, for the press, 
no. There was a time when a good many of our people were disturbed 
when A.T. & T. put its cable into London, but I did not have any feel- 
ing in that respect at all at the time, and I don’t now, because I don’t 
believe that that will provide the kind of competition that is going to 
be harmful to us at all. 

Senator Pastore. If I understand you correctly, for the purposes: 
of the record, if this bill were to be considered at all, what you are 
suggesting is that there be protection, that this proposed merged 
monopoly could not initiate a schedule of rates which would amount 
to divide and conquer—I mean undercut you on your rates, even at a 
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loss, awaiting the time you would become demised and then institute a 
rate procedure that wouldn’t be in the public interest. Isn’t that the 
argument you are making? 

Mr. McCampripce. That is one of the arguments. 

Senator Pastore. As Mackay sought to do through the court case. 

Mr. McCamprince. That is right. 

Senator Pastore. As I understand you, your rates are definitely 
much lower than commercial rates ? 

Mr. McCamprince. Well, our rates, on the whole, are less than one- 
third of the commercial rates. 

Senator Pastore. Tell me a little bit more about this Paris con- 
vention, which instituted these rates that were pinned on being one- 
third of commercial rates. 

Are foreign companies doing your work, or the comparable work 
to the work that you do; are they more or less in the same position 
of rendering cheaper rates to the press than those which are com- 
mercially being rendered ? 

Mr. McCameripce. You know, there is a 

pee Pastore. In other words, at this point let me be more 
specific. 

has was this idea born that the rate should be one-third of the 
industrial or commercial rates ? 

Mr. McCamprince. It was born at the International Communica- 
tions Convention in Paris. They have one every so often, which is 
attended by the various countries of the world in this organization, 
including the United States. 

We are represented, all the carriers in this country are represented, 
by the State Department, which has on it representatives of the FCC, 
and advisers from the carrier group in this country. 

Senator Pastore. Well now, monetarily speaking, it would have 
been more profitable to you to have accepted that treaty, would it not? 

Mr. McCamprince. It would have been; yes. 

Senator Pastore. Why did you oppose it? I would like to get that 
in the record. 

Mr. McCamprince. We opposed it because at the time our revenues 
were such that we didn’t need it. We are not a subsidized operation. 

Our operation is on a paying basis, and the press of the country is 
not interested in dividends from Press Wireless as such. They are 
interested in two things: Getting the fastest, best service they can 
at the lowest possible rates that that service will provide. 

Senator Pastore. Is this a community effort or is this private 
owned, with stockholders? 

Mr. McCamprince. The Press Wireless is privately owned, but its 
service is furnished equally to the press of the entire world, not to 
them alone. 

The stockholders themselves have Press Wireless, of whom there 
are 10; their business represents about 8 percent of the total revenue 
of Press Wireless today. 

Senator Pastore. And are the stockholders press people? 

Mr. McCameriwce. The stockholders are all press people. 

Senator Pastore. I see. It is a cooperative effort. 
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Mr. McCamprwee. It is really a cooperative effort, but set up in the 
charter as a profitmaking organization. 

Senator Pastore. I see. 

Mr. McCamprince. A]l the extra money that is made over the years 
has been put back into its operation. In other words, it has got a new 
plant out on Long Island that is worth a million dollars, and it has 
50 big transmitters init. It is now in the midst of setting up a new 
receiving station to replace the one it has on Long Island, and it has 
plants on the west coast which are relatively new. 

Senator Pastore. Do I understand from that that you haven’t paid 
dividends? 

Mr. McCameriwwce. No dividends whatever. 

Senator Pastore. You have never paid dividends. You have 
plowed it all back into better service. 

Mr. McCamprince. We have plowed it all back into our operation. 

Senator Pastore. That is quite interesting. 

Senator Monroney. I could ask there: Are there many new break- 
throughs in the electronic field that will speed up even more transmis- 
sion by wireless? 

Mr. McCamprincr. There is no question about it, sir, and I think 
the development in the electronic field in the last 10 years exceeded 
that in any previous period. Nobody knows today where our radio 
operation is going, with satellites and everything else entering into 
the picture and the possibility of relays through that means—it is 
really impossible today to say what development may come. Any- 
thing could come. I don’t think that the imagination of mankind 
today is sufficient to take that high. 

Senator Monroney. I keep hearing stories in the aviation field, 
where you can record a 3-minute conversation and press a button 
and in 10 seconds transmit that, record it, and slow it down for re- 
play. Is there any such thing as that, to transmit long messages in 
a very short period of time, record them, and then stretch them out ? 

Mr. McCamprince. Well, there is today—A.T. & T. itself has a de- 
velopment which transmits approximately 2,400 words in 3 minutes, 
at the rate of 800 words a minute, and on the receiving side it is slowed 
down and put on an automatic printer. 

Of course, that is on a wire service, but eventually, with the de- 
velopment of radio. as I see it in the future—there has been a vast 
improvement in radio regarding what anybody has said regarding it, 
and there will be still further improvements in radio as we go along, 
and I can’t see any reason why eventually that same method of trans- 
mitting 800 words a minute by automatic printer will not be effected. 

Senator Monroney. In other words, then, it might take 8 minutes 
to type it out in the fastest way, but it can be sent 
_ Mr. McCamprincs. Well, it will take longer than 8 minutes to type 
it out. 

Senator Monroney. What I mean is, at the originating point, it is 
typed out, then run through a machine, and it can be transmitted in a 
few seconds, and then stretched out again at the other end? 

Mr. McCampriwwoee. That is right. : 

Senator Monroney. And that can be done by radio if it can be done 
by wireless ? 











320 


Mr. McCampmriner. I think the time will come when they will be 
able to prepare the copy in about the 3 minutes it takes to transmit it,, 
too. 

Senator Monroney. I thank-you very much. 

Senator Pastore. All right. I instruct the staff to communicate 
with the FCC for the purposes of the record and the convenience of 
the members to consider this suggested amendment. 

Senator Monroney. Mr. Chairman, since the testimony of Western. 
Union, I have had my staff, in relationship to the decline in net operat- 
ing revenues, look up the Federal Communications report for the 
month of January, of Western Union, which was the last we were able: 
to get, and they had increased their net operating revenues of their 
cable service from $293,960 to $323,872. ‘That is the 1-month opera- 
tion, which shows an increase rather than a decrease. 

On the annual basis, the year that I have for the Federal Com- 
munications Commission, on net operating revenues, shows they in- 
creased in 1957 from $3,282,244 to $3,608,330. 

Now, there may be capital charges or something that might have. 
come in there. The title of this is from the Federal Communications 
Commission report, operating data for monthly reports of large 
telegraph-cable and radio-telegraph companies, to December 1958, 
compared with the same period in 1957. 

Senator Pastore. All right. The representatives of Western Union 
and International Cable are at liberty, of course, to make whatever 
observations they want with reference to the figures cited by Mr. 
Monroney. 

Senator Monroney. Thank you. 

Senator Pastore. Thank you very much, sir. 

_ (The following information was received subsequent to the hear- 
ings :) 
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Press WIRELEsS, INC., 
New York, N.Y., June 10, 1959. 
Re permissive merger of international telegraph carriers; reprint S. 4231. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 

Dear SENATOR MaGnuson: We have seen today for the first time the com- 
ments of A.C. & R. in its supplementary statement of June 3, 1959 respecting: 
the amendments to the committee print requested by Press Wireless. 

We realize that the record has been closed to further statements and we: 
do not wish to prolong the committee’s consideration of this matter. However, 
we would appreciate your considering this letter as a reply to the comments of 
A.C. & R. insofar as those coments are directed to the amendments of the 
language of the bill requested by Press Wireless. 

The comments of A.C. & R. indicate that they are willing at this time to. 
give lip service to the concept of allowing independent carriers such as Press. 
Wireless to continue to operate after merger of the larger carriers but they 
are not willing to have the statute contain adequate language to assure that 
such concept will be effectuated in the future. 

The alternative language suggested by A.C. & R. for inclusion in the bill 
to protect independent carriers is directed only to “agreements” and would not 
prevent the merged carrier from engaging in those practices calculated to elimi- 
nate Press Wireless from the competitive field. For example, the language of 
A.C. & R. would not prevent the sort of unfair competitive practice that Mac- 
kay Radio, one of the A.C. & R. companies, attempted in 1946, namely, the- 
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institution of service to press users below cost to it for the purpose of remov- 
ing Press Wireless as a competitor. 

Mackay makes the point that the Commission now has the power to pre- 
vent unfair competitive practices. This is not responsive to our contention 
that whatever power the Commission now has under a statutory pattern requir- 
ing competition in the international telegraph field would be completely elimi- 
nated by the passage of this legislation unless it is amended as requested by Press 
Wireless. We are therefore not concerned about the power the Commission 
now has under existing legislation but the power that it will have and would 
exercise after the passage of the proposed legislation allowing elimination of 
competition and immunizing the merged carrier from certain restraint of trade 
laws. 

A.C. & R. states that the language proposed by Press Wireless is too broad 
to suit A.C. & R. in that it would allow Press Wireless to become a general 
commercial carrier if necessary in order to permit Press Wireless to compete 
fairly with the merged company. Press Wireless does not desire to become a 
general commercial carrier unless forced to do so by unfair competitive prac- 
tices. What Press Wireless is seeking by its suggested amendments is the 
removal of arbitrary restrictions that would deny to Press Wireless the right 
to compete effectively with the merged carrier in the furnishing of services to 
the press and related entities. For example, should the merged company offer 
a package or tie-in service to press users whereby, as an inducement to obtaining 
all of their press traffic, the merged carrier offers to handle nonpress traffie at a 
low rate, Press Wireless should be able to offer the same sort of combination 
press and nonpress service to the same users. 

A.C. & R. would therefore deny to Press Wireless the same sort of freedom 
to compete fairly that it is now seeking with respect to the leasing of cable 
facilities from A.T. & T. Thus, on page 12 of its June 3 supplementary state- 
ment, A.C. & R. considers it essential for it to be permitted to enter into the 
alternate voice and nonvoice field if it is to retain its position competitively 
with A.T. & T. because A.T. & T. is able to offer such alternate use. Press Wire- 
less seeks no more than that. When the merged carrier offers to press users 
4 combined service composed alternately of both press and nonpress material at 
a package rate then Press Wireless should be permitted to furnish the same 
type of service to press users. The language suggested by Press Wireless will 
assure this ; the language suggested by A.C. & R. will not. 

In concluding, we certainly agree with the comment of A.C. & R. that amend- 
ments to the bill designed to protect independent carriers should afford protec- 
tion to all such carriers and not to Press Wireless alone. However, the A.C. & R. 
will not accomplish this result. 

Sincerely yours, 
Wma. J. McCamsrinee, President. 


Press WIRELESS, INC., 
New York, N.Y., June 23, 1959. 
Re Permissive merger of international telegraph carriers: reprint S. 4231. 
Hon. WARREN G. MAGNusON, 


Chairman, Committee on Interstate and Foreign Commerce, 
U.S. Senate, Washington, D.C. 


DEAR SENATOR MaGnuson: In a letter to you dated June 10, Press Wireless 
submitted its reply to comments of A.C. & R. on amendments requested by 
Press Wireless to any bill permitting merger of international telegraph carriers. 

We understand that the FCC and Western Union have recently filed com- 
ments somewhat similar to those of A.C. & R. 

We would appreciate it therefore if the committee would consider our letter of 
June 10 as our reply also to the comments of the FCC and Western Union. 

Sincerely yours, 


Wo. J. McCamsrincr, President. 


Senator Pasrore. Mr. Joseph Beirne. All right, Mr. Beirne, you 
may proceed. 
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STATEMENT OF JOSEPH A. BEIRNE, PRESIDENT, COMMUNICATIONS 
WORKERS OF AMERICA, AFL-CIO 


Mr. Berrne. My name is Joseph Beirne; I am president of the Com- 
munications Workers of America. 

I would like, Senator, with your permission, to file my formal state- 
ment, of which you have a copy. 

Senator Pasrore. All right. 

Mr. Betrne. Thereby, I believe, cutting down much of the time 
I would otherwise need. The reason is because my statement takes 
the bill, section by section, and makes comments. 

Senator Pastore. All right, sir. 

Mr. Berrne. And in the reading it could become quite redundant. 

Senator Pastore. All right, sir. Without objection, it is so ordered. 
The statement will appear at this point in its entirety. 

(The statement is as follows :) 


STATEMENT OF JOSEPH A. BEIRNE, PRESIDENT, COMMUNICATIONS WORKERS OF 
America, AFL-CIO 


My name is Joseph A. Beirne. I am president of the Communications Workers 
of America, AFL-CIO, which represents an overall total of 380,000 employees 
in the communications industry. In the international telegraph segment of the 
industry CWA represents the employees in the American Cable & Radio Corp., 
which includes All America Cables & Radio, Commercial Cable Co., and Mackay 
Radio & Telegraph Co. Also, we represent the workers employed by Globe Wire- 
less. In all, CWA’s collective bargaining agreements cover about 2,000 non- 
supervisory employees, approximately 50 percent of the total basic working 
force of all the companies operating in this field. 

I am appearing before this committee for the purpose of presenting CWA’s 
views with respect to the proposal now under consideration which would permit 
two or more international telegraph carriers to merge. This proposal is identical 
to S. 4231, which was introduced, by request, by Senator Magnuson, chairman 
of this committee, during the 2d session of the 85th Congress on August 5, 1958. 
I do not intend to delve into the technical aspects of the merger proposal; how- 
ever, I do want to point out to this committee some of the grossly inadequate 
employee-protection provisions of this proposal. First, I should like to leave 
with you the following general comments. 

The Communications Workers of America believes that it has not been con- 
clusively established as a matter of fact that merger is in the public interest 
and in the best interest of the employees in the industry. Therefore, CWA 
opposes this proposal for permissive merger legislation. 

One of the most troubling aspects of this whole matter is the contradictory 
positions of the departments and agencies in the executive branch of our Govern- 
ment. As is true in so many other matters of concern in these United States, the 
present administration is faltering in a house divided with respect to its position 
on this question. On the one hand, the Justice Department unequivocally op- 
poses merger while, on the other hand, other agencies and departments, such 
as the Defense Department and the Federal Communications Commission, take 
the direct opposite view. Still others, like the State Department, fall some- 
where in between. The people of this country are entitled to know which side 
of the fence the Government is on and which department speaks, with authority, 
for the administration in regard to the merger issue. 

The divergent views propounded by the FCC and the Justice Department are 
worthy of a great deal more consideration than has been permitted by the time 
allotted to us. Whereas the FCC had an opportunity to fully express its views 
before this committee several weeks ago and to reply in detail to the original 
statement of position submitted to the committee by the Justice Department, we 
have not had sufficient time to adequately analyze the full tesimony of the De- 
partment of Justice or of some of the other agencies and departments that have 
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a vital role in this matter. Consequently, our views are based upon the frag- 
mentary information available to us at the time this statement was drafted. 

Without hesitation I can say to you that there is not a single member within 
CWA who would be unwilling to sacrifice to the utmost, should he or she be 
called upon to do so, for the defense needs of this country and our national 
security because they are loyal and responsible citizens. However, while the 
Defense Department voiced support of the merger proposal, it seemed to be 
unable to unequivocally back up its position when confronted with various ques- 
tions asked by different members of this committee. It is not clear that merger 
is the sole answer to the communications needs of our defense, since the De- 
fense Department admitted, in effect, as did the Justice Department, that alter- 
nate steps wight serve to fulfill its requirements. Any such possibilities must be 
thoroughly explored before the employees in the industry can be expected to 
support a means of achieving these needs whereby their very jobs would be 
sacrificed. 

EMPLOYEE-PROTECTION PROVISIONS 


In general, the protections for employees seem to be patterned after similar 
provisions contained in section 222 of the Federal Communications Act, as 
amended. Essentially, the employees of the international carriers would be 
afforded the same protections as were the employees of the domestic telegraph 
earriers when those companies were permitted to merge some 16 years ago. Even 
then the employees were inadequately cared for; however, the failure to properly 
consider the employees affected may have been attributable, to a small degree, 
to the overall circumstances surrounding the 1943 legislation. 

The motivating forces that prompted the legislation for permissive merger in 
1943 are not evident today in the international communications field. The 
domestic telegraph carriers were already experiencing grave financial difficulties. 
The Postal Telegraph Co. was but a short step from bankruptcy. It was so 
deeply in debt that there was no possibility that its financial affairs could be 
put in order. The urgency of the situation at that time does not find its counter- 
part in oday’s deliberations. 

Although Globe Wireless and Commercial Cables have been and are now ex- 
periencing a most unhealthy financial problem, the immediate pressure on the 
dominant segments of the industry is not at all similar to the urgency of the 
situation as it existed with respect to the domestic carriers. It must be remem- 
bered that Commercial Cables is a member of the A.C. & R. group of companies 
which, when considered together, is experiencing no real immediate financial 
difficulties. Whereas Globe Wireless presents a somewhat different problem, 
it must nevertheless be recognized that the difficulties with which this com- 
pany is confronted might very well be alleviated by a reevaluation of its opera- 
tions by its controlling stockholder, the Robert Dollar Co. 

Thus, it can be seen that the climate in the international communications in- 
dustry today lends itself to a greater recognition of the effect which merger 
would have on the employees in the industry. If permissive merger legislation 
should be viewed with a favorable eye by this committee and eventually be 
enacted by the Congress, it cannot be forgotten that the industry in general is 
in relatively good financial condition, and that merger during comparatively 
prosperous times would, without question, result in an unusually strong carrier. 
Therefore, it is absolutely essential that the welfare and job security of all em- 
ployees be given maximum protection. 


Definitions 


Paragraph (14) of subsection (a) defines the term “employee” as one who re- 
ceives a regular and stated compensation other than a pension, commission, or 
retainer. This would apparently include all employees who are now lerally 
regarded as employees in a bargaining unit for collective-bargaining purposes; 
that is, all employees below the grade of supervisor. 

It specifically includes employees who are absent from active service hecanse 
of furlough. illness, or leave of absence. The greatest fault with the definition 
is that it does not specifically include any individual whose work has ceased as 
a consequence of, or in connection with, any current labor dispute or because 
of any unfair labor practice, and who has not obtained any other regular and 
substantially equivalent employment. 
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The term “furlough” is ambiguous. Ordinarily the term means absence from 
work, usually at the choice of the employee, and with the permission of the em- 
ployer. It is sometimes used synonymously with “leave of absence,” and occa- 
sionally it is used to apply to the status of employees laid off with the expectation 
of being rehired. Therefore, it should be made clear in the definition that a laid- 
off employee is also included. 

Paragraph (14) also provides that the carrier resulting from a merger shall 
not be obligated to reemploy an employee who is absent because of furlough, 
except in accordance with the terms of his furlough. This would mean that an 
employer could force an employee to agree to a condition of reemployment relat- 
ing to the carrier’s anticipation of merger. In other words, an employer could 
effectively force an employee to sign or otherwise agree to a condition that he 
will not be reemployed if merger takes place. This would be completely unfair 
to an employee and permit a company to make a mockery of the protection pro- 
visions. Therefore, it must be made very clear that any reference to merger 
cannot be included in the terms of an employee’s furlough. 

Paragraph (15) of subsection (a) defines the term “period of employment” ag 
meaning the period of employment by a carrier which is a party to a merger on 
the date the merger is approved, as defined and recognized for the employee by 
the carrier for the purpose of pension benefits under any agreement or plan of 
the carrier which is applicable to the employee on the date of approval. 

Insofar as we can determine at this time the definition appears to be all right. 
However, and it is recognized that this may not be a real problem, there is no 
mention as to how an employee’s period of employment is to be determined if he 
is employed by a carrier that does not have an agreement or plan providing pen- 
sion benefits. 

The proposal contains several provisions that are intended to protect the 
employees of a company that may become a party to a merger. They are in- 
cluded in paragraphs (1) through (12) of subsection (f). 


1. Period of employment 2 or more years 


Employees who are employed by a party to a merger immediately preceding the 
approval thereof, and whose period of employment began 2 or more years prior 
to the date of approval must be employed by the resulting carrier for not less 
than 4 years from the date of approval. Each part of this provision is inade- 
quate. 

All employees should be protected from the date any such law as this is enacted 
rather than from the date a merger is approved. Otherwise a company could, 
in anticipation of merger, commence laying off some of its employees even prior 
to the filing of an application for merger with the FCC. Any of the several com- 
panies that could participate in a merger should not be permitted to lay off any 
employee for any reason that is directly or indirectly related in any way what- 
ever to possible merger. Also, the companies should not be permitted to circum- 
vent this prohibition by securing approval to close their branch offices, thereby 
forcing employees off the job. 

The 2-year-service requirement is grossly unfair and should be deleted. All 
employees must be protected regardless of length of service. By this we do not 
mean to imply that a company should be required to forgo its legitimate rights 
during an employee’s 3-month probationary period. In this industry it is cus- 
tomary for employees to serve a probationary period of at least 3 months before 
they attain the status of permanent employees. We do not propose to disrupt 
this practice. 

Employees should be guaranteed continued employment after a merger is ap- 
proved for a period of at least 6 years, if not indefinitely. Without fear of contra- 
diction it can be safely asserted that a merged company would realize a tre- 
mendous business expansion and consequent reward, financial and otherwise. 
Therefore, there should be absolutely no layoffs permitted by a resulting carrier. 

It is also provided that during the 4-year period after the date of approval 
no employee shall, without his consent, have his compensation reduced or be 
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assigned to work that is inconsistent with his past training and experience. 
These protections are likewise inadequate. 
In line with what has been stated above there should not be any reduction of 


an employee’s compensation from the date any such law is enacted for a period 
up to at least 6 years following FCC approval, if not indefinitely. Also, no re- 























MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 325 


assignments that are inconsistent with the employee’s past training and experi- 
ence should be permitted for at least 6 years after merger is approved. 

Further, employees should be protected from premature job reassignments 
that might result in a reduction of the work force, even though not inconsistent 
with their past training and service. In other words, once a merger plan has 
been presented to the FCC the participating companies should not be permitted 
to take any action with respect to their employees in anticipation of approval 
and prior to receiving actual approval. This would serve to prevent a company 
from effectively getting rid of some of its employees prior to the date of ap- 
proval by assigning them to unsatisfactory jobs. 

With respect to the foregoing protections which this merger proposal purports 
to afford to employees for a period of 4 years following FCC approval, refer- 
ence must now be made to paragraph (12) of subsection (f). Therein it is pro- 
vided that an employee will not be accorded these protections for the full 4-year 
period after approval unless his period of employment prior to the date of ap- 
proval amounts to 4 years, nor if he is or reaches age 65 or the age at which he 
is subject to retirement without his consent. 

This simply means that an employee must have at least 4 years’ service or 
else he will not be accorded these protections for 4 years. An employee with 2 
or 3 years’ service would only be protected for a period of time following ap- 
proval equal to the number of years of his service. Also, if at the date merger 
is approved an employee is 65, or if he reaches 65 before he otherwise becomes 
ineligible for these protections, or if he reaches the age at which he may be 
forced to retire before he otherwise becomes ineligible for these protections, then 
such an employee will not be accorded these protections beyond such dates. 

It has already been pointed out that all employees must be accorded full pro- 
tection regardless of their length of service. This applies equally to all em- 
ployees regardless of their age or whether they may be subject to retirement. 
Forced retirement should be prohibited. As previously stated, these protections 
should be guaranteed for at least 6 years following approval, if not indefinitely. 

It is further provided in paragraph (1) of subsection (f) that an employee 
must be paid severance pay by the resulting carrier if he consents to be termi- 
nated within 60 days following the date of approval. He must be paid cash in 
one lump sum at the time of termination in an amount equal to the salary or 
compensation he would have received during the full 4-week period immediately 
preceding his termination at the rate payable to him during those 4 weeks multi- 
plied by the number of years of his period of employment. For the purposes of 
this formula, any fraction of a year amounting to 6 months or more is to be 
counted as 1 full year, and any lesser fraction is to be disregarded. 

Any employee should be given the right to elect to take such severance pay 
and to have his employment terminated by his employer at any time after an 
application for merger is filed which would include his employer as a party 
thereto, and this right should extend beyond the date of approval for a period 
of at least 6 years. Further, the only fair way to compute an employee’s sev- 
erance pay is to use the actual period of his employment, including each frac- 
tion of a year. Moreover, permissive merger legislation should specifically pro- 
vide that such Severance payments cannot be construed as disqualifying the re- 
cipient from receiving immediate benefits under any State unemployment com- 
pensation law, notwithstanding any. provision or interpretation to the contrary. 
' Finally, paragraph (1) provides that the resulting carrier must grant to an em- 
ployee his retirement pension benefits if at the date merger is approved the em- 
ployee is eligible, or within 60 days from that date he will be eligible, to retire 
under any pension agreement or plan of his employer, provided the employee 
elects to be retired in accordance with the terms of that plan within 60 days 
following the date merger is approved. 

What has been said above regarding the right of any employee to elect to take 
severance pay following the date on which a merger plan is submitted to the FCC 
for approval should be equally applicable to employees between the ages of 60 
and 65. In other words, an employee 60 years of age or above, but not beyond 
age 65, should be permitted to elect to take severance pay, computed in accord- 
ance with the above formula, at any time after a merger application is filed, in 
lieu of retirement benefits even though the employee may be eligible for retire- 
ment at the time he makes such election. 
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In addition, an employee should be permitted to retire at his own election, if 
he does not desire to take a severance payment instead of his pension, at any 
time following the date application for merger is filed, provided he is 60 years 
of age on that date or as soon as he attains the 60th anniversay of the date of his 
birth, up until he is 65 years of age. 


2. Period of employment less than 2 years 


The disfaraging treatment accorded to employees with less than 2 years’ service 
is totally unacceptable and unfair. It must be repeated that all employees, 
regardless of length of service, must be given maximum protection by any such 
law. Without forgetting this basic premise for a moment, some of the flaws 
that are contained in paragraph (2), as it is presently drafted, should be pointed 
out to the members of the committee. 

Throughout this provision the term “discharge” is used improperly. Unques- 
tionably, the term “layoff was intended. While both of these terms constitute a 
form of separation from employment, a discharge connotes disciplinary action, 
whereas an employee may be laid off for any number of reasons totally unrelated 
to his conduct. In any event, a company that has joined in an application for 
merger or the resulting carrier should be prohibited from separating any ein- 
ployee, without the latter’s consent and election to take severance pay, for any 
reason that is directly or indirectly related to the merger. 

Paragraph (2) would also allow an employee to elect to take severance pay- 
ments in one lump sum or in installments, whereas such election is not provided 
for in paragraph (1). It would seem appropriate that such right of election 
should be afforded to any employee who chooses to take severance pay, and thus 
voluntarily terminate his employment, at any time as previously mentioned. 

In view of what has already been stated, the provision that would not require 
the payment of severance benefits to an employee who is discharged after the 
expiration of a period following the date of approval that is equal to his period 
of employment up to the date of approval should be deleted. Any employee should 
be entitled to severance payments for at least 6 years following approval, re- 
gardless of his length of service prior to that date. 

With regard to the minimum amount of severance payment that any company 
is required to pay, upon an employee's election to take such payment, the law 
should provide that no employee shall receive less severance pay than the amount 
of salary or compensation he would have received during the full 4-week period 
immediately preceding his voluntary separation at the rate payable to him if 
he were employed during the full 4-week period. 


8. Preferential hiring status 


In paragraph (3) the term “discharge” is again improperly used. Since em- 
ployees should be absolutely protected for a 6-year period following the date of 
approval, rather than for only 4 years, the preferential hiring and employment 
status provision should be written into the law so as to afford some protection 
to employees subsequent to the expiration of the 6-year period. 


4. Transfer expenses 


In addition to requiring the resulting carrier to pay an employee's actual travel- 
ing expenses and those of his family, when such employee is transferred from 
one community to another, the resulting carrier should also be renuired to re- 
imburse an employee for any losses which he sustains which result from can- 
cellation of a lease or sale of his property. Also, he should be accorded “locating” 
expenses for a period of at least 90 days from the date he is required to report 
at the new location. This expense should be provided because of the additional 
expenditures that are necessary for a transferred emplovee during the time he 
is seeking adequate living quarters for himself and his family. Of course, this 
obligation should not extend beyond the date an employee becomes actually 
settled, and in any event not beyond 90 days. 


5. Pension, health, disability, and death insurance benefits 


In addition to the preservation and retention of pension, health, disability, 
and death insurance benefits, the resulting carrier should likewise be obligated 
to accord to every employee the same sickness and accident benefits as were 
provided for prior to the date of approval. 
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All such benefits should be guaranteed until the resulting carrier and the 
representative of its employees execute a new collective-bargaining agreement 
which includes these benefits. Also, the resulting carrier should be prohibited 


from according to an employee any less benefits than he had theretofore been 
entitled. 


6. Military leave 


Paragraph (6), as presently drafted, appears to be in conflict, in part, with 
the reemployment rights guaranteed under section 9 of the Universal Military 
Training and Service Act, as amended. According to that law, it would appear 
that any person is entitled to reemployment rights if he makes application for 
employment within 90 days after he is relieved from military training and 
service or from hospitalization continuing after discharge for a period of not 
more than 1 year. 

Any military leave provision must afford to an employee at least the same 
rights to which he is entitled under the Universal Military Training and Serv- 
ice Act. These include, in addition to the above, the right to participate in 
insurance or other benefits offered by his employer to employees on military 
leave of absence and which are in effect at the time the employee enters the 
Armed Forces, and restoration to his former job or similar job, or if not qualified 
therefor, then to such job as he is qualified to perform, without loss of seniority, 
status, and pay. 


7%. General protection 


The protections against layoff, as well as the other protections, should extend 
beyond the date of merger approval for a period of at least 6 years, if not indefi- 
nitely, as has been previously pointed out. 

Likewise, as stated above, the protections enumerated in paragraph (7), such 
as layoffs, discharges and reduction in compensation, should run from the date 
any such law is enacted and continue for a period of up to 6 years after merger 
is approved. 


8. Suspension or discharge for just cause 


There is no objection to permitting a company to suspend or discharge an 
employee for just cause, provided such disciplinary action continues to be sub- 
ject to the arbitration provisions of existing contracts. Of course, any such ac- 
tiun must be prohibited, if it is in any way related to merger, either directly or 
indirectly. 

This is just as good a point as any to point out the necessity of including 
in such a law as this a provision that would require the resulting carrier to 
assume all responsibilities of the merged companies under their respective col- 
lective bargaining agreements until such time as a new agreement becomes effec- 
tive. The FCC should not be permitted to approve a merger plan until such 
time as it is guaranteed that the collective bargaining agreements of the dif- 
ferent companies participating in the merger shall be continued in full force 
and effect, even beyond their normal termination date, until the merged com- 
pany executes an agreement with the representative of its employees. 

The need for such a provision is readily seen when it is recognized that not 
all collective bargaining agreements in existence in the industry terminate on 
the same date. It is quite possible, without such a guarantee, that one group 
of employees would be forced to work without a contract if the particular agree- 
ment which covered them expired before a like agreement which covers the 
employees of another company that was a party to the merger. Even if all 
agreements terminated simultanously, such a guarantee is necessary in order to 
— all of the employees until such time as a new agreement is entered 
nto. 


9. Hours of employment and collective bargaining 


In line with what has just been stated it is necessary to include not only 
hours, but wages and other working conditions as well. Also, the agreements in 
force and effect on the date of approval must be extended, irrespective of their 
termination date, until a new agreement is executed, as already stated. 

The second part of paragraph (9) which provides that a new agreement may 
be entered into between the merged company and the duly authorized repre- 
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sentative of its employees would be best set off by itself in a separate paragraph. 
This would preclude any possible confusion as to its applicability. 


10. Enforcement of rights 

Paragraph (10) should include, by way of reference, the rights and remedies 
provided for in section 9 of the Universal Military Training and Service Act, as 
amended, relating to reemployment rights of employees who are on military 
leaves of absence. 


11. Employees outside the United States 


Paragraph (11) should be changed so as to make the provisions of such a 
law applicable to all employees who are United States citizens, regardless of 
whether they are employed at a job outside of the United States. 
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CONCLUSION 


In summary, the Communications Workers of America, AFL-CIO, opposes thig 
proposal for permissive merger of two or more international telegraph and/or 
marine carriers because we do not believe that it has been established that 
merger is in the public interest or in the best interest of the employees in the 
industry. 

The employee protection provisions contained in this proposal are full of loop- 
holes that would inure to the sole benefit of whatever carriers would participate 
in a merger. The employees can and must be accorded maximum protection 
for their own welfare and job security. 

I wish to thank you for this opportunity to afford the members of this com- 
mittee the benefit of our views regarding this most important matter. 

Senator Pastore. Proceed, Mr. Beirne. 

Mr. Berrne. The Communications Workers of America represents 
some 380,000 employees in the communications industry. In the inter- 
national telegraph segment of the industry CWA represents the em- 
ployees in the American Cable & Radio Corp., which includes All 
America Cables & Radio, Commercial Cable Co. and Mackay Radio & 
Telegraph Co. 

Also, we represent the workers employed by Globe Wireless. In all, 
CWA’s collective bargaining agreements cover about 2,000 nonsuper- 
visory employees, approximately 50 percent of the total basic working 
force of all the companies operating in this field. 

I am appearing before this committee for the purpose of present- 
ing CWA’s views with respect to the proposal now under consideration 
which would permit two or more international telegraph carriers to 
merge. This proposal is identical to S. 4231 which was introduced, by 
request, by Senator Magnuson, chairman of this committee, during the 
2d session of the 85th Congress on August 5, 1958. 

I do not intend to delve into the technical aspects of the merger 
proposal; however, I do want to point out to this committee some of 
the grossly inadequate employee protection provisions of this pro- 
posal. First, I should like to leave with you the following general 
comments. 

The Communications Workers of America believes that it has not 
been conclusively established as a matter of fact that merger is in the 
public interest and in the best interest of the employees in the indus- 
try. Therefore, CWA opposes this proposal for permissive merger 
legislation. 

One of the most troubling aspects of this whole matter is the con- 
tradictory positions of the departments and agencies in the executive 
branch of our Government. As is true in so many other matters of 
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concern in these United States the present administration is faltering 
in a house divided with respect to its position on this question. 

On the one hand, the Justice Department unequivocally opposes 
merger, while on the other hand other agencies and departments, such 
as the Defense Department and the Federal Communications Com- 
mission, take the direct opposite view. Still others, like the State De- 
partment, fall somewhere in between. 

The people of this country are entitled to know which side of the 
fence the Government is on and which department speaks, with au- 
thority, for the administration in regard to the merger issue. 

Senator Pastore. I want to say, Mr. Beirne, that that is precisely 
what I said the other day. I was rather strange to this whole pro- 
ceeding. That is what occurred to me. We did have the Defense 
Department coming here and making a strong presentation in defense 
of the bill and we had the Communications Commission coming here 
and make a strong presentation for the bill. 

I agree with you they ought to get together and decide just what is 
right and what 1s wrong in the public interest. 

Mr. Bertrne. The divergent views propounded by the FCC and the 
Justice Department are worthy of a great deal more consideration 
than has been permitted by the time allotted to us. Whereas the 
FCC had an opportunity to fully express its views before this com- 
mittee several weeks ago and to reply in detail to the original state- 
ment of position submitted to the committee by the Justice Depart- 
ment, we have not had sufficient time to adequately analyze the full 
testimony of the Department of Justice or of some of the other 
agencies and departments that have a vital role in this matter. Nor 
have we had the opportunity to hear testimony of the State Depart- 
ment. 

Consequently, our views are based upon the fragmentary informa- 
tion available to us at the time this statement was drafted. 

Without hesitation I can say to you that there is not a single member 
within CWA who would be unwilling to sacrifice to the utmost, should 
he or she be called upon to do so for the defense needs of this country 
and our national security because they are loyal and _ responsible 
citizens. However, while the Defense Department voiced support of 
the merger proposal, it seemed to be unable to unequivocally back 
up its position when confronted with various questions asked by differ- 
ent.members of this committee. 

It is not clear that merger is the sole answer to the communications 
needs of our defense since the Defense Department admitted, in effect, 
as did the Justice Department, that alternate steps might serve to 
fulfill its requirements. Any such possibilities must be thoroughly 
explored before the employees in the industry can be expected to 
support a means of achieving these needs whereby their very jobs 
would be sacrificed. 

This is our position on the merger question itself. We are opposed 
to it for the reasons given. 

Now, in the print before the committee, there are certain provisions 
dealing with the employees’ welfare, and it is to these provisions that 
T now address the following comments. 
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Mr. Tower advised that there would be no real problem of excess 
or redundant employees in the event permissive merger legislation is 
enacted and when a specific merger plan is approved by the FCC. 

He said normal attrition, such as resignations and retirements, 
would take care of practically all redundancy. In addition, he esti- 
mated it would take from 4 to 6 years, after a merger plan is ap- 
proved, to complete any merged operation. 

Mr. Mitchell, president of RCAC, expressed in effect the same 
views. He pointed out that the benefits of any merger should not be 
at the expense of labor. 

Just a moment ago, you heard Mr, Marshall of Western Union say 
that the protection and the security of employees is equally import- 
ant to all the matters affecting the stability and strength of an in- 
ternational carrier. 

It is most gratifying that the employers have recognized the impact 
which permissive merger legislation would have on their employees, 
and that they have sincerely considered the necessity of including in 
any law specific employee protection. 

However, I cannot agree that the provisions contained in the pres- 
ent bill are either generous or comprehensive. 

In general, the protections for employees seem to be patterned 
after similar provisions contained in section 222 of the Federal Com- 
munications Act. 

The disparaging treatment that is accorded to employees based on 
their years of service, is totally unacceptable and unfair. All em- 
ployees, regardless of length of service, must receive maximum pro- 
tection against layoffs that are either directly or indirectly related to 
merger. This guarantee should commence upon the effective date of 
any permissive merger law, in order to protect employees against 
layoffs prior to the filing of an application for merger. This guaran- 
tee should not be required to apply to new employees during their 
initial 3-months probationary period. 

All employees should be guaranteed continued employment after 
a merger is approved—if it is—for a period of at least 6 years, if not 
indefinitely. 

The 4-year provision now contained in the bill is inadequate, be- 
cause as the committee has been informed, it would take at least 4 to 6 
years to completely consummate a merger after it has been approved. 
The law should protect the employees at least for the maximum time 
estimated it takes to complete the merged operation, namely, 6 years. 

With respect to other provisions contained in the bill, the same 
guarantees must be provided. 

A close reading of the employee protection portion of the bill dem- 
onstrates the inadequacy of these protections. An employee would 
not be protected for the 4-year period mentioned in the first paragraph 
of the bill, unless he had at least 4 years of service prior to the date the 
merger is approved. 

Also, he would be denied these protections if he is 65 years of age 
on the date. of approval, or if he would not be protected if he has 
attained the age, under 65, at which he is subject to retirement with- 
out his consent. 
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A merged carrier should be prohibited from displacing employees 
because of the merger, for any reason. 

Any employee should have the right to elect to take severance pay, 
and thereby consent to his employment termination, at any time after 
the merger application is filed, if one is. This right should extend 
for at least 6 years after a merger is approved, if it is. 

The only fair way to compute severance pay is to use the actual 
period of his employment, including each fraction of a year, contrary 
to what the bill’s provision is. 

Employees should also be entitled to elect to take severance pay 
in lieu of retirement benefits. Likewise they should be able to elect 
to retire on pension at any time, after a merger application is sub- 
mitted to the FCC, provided they are 60 years of age. 

In connection with severance payments, the law should specify that 
such payments cannot be construed as disqualifying the employee 
from receiving benefits under any State unemployment compensation 
law, notwithstanding any provisions or interpretations to the 
contrary. 

Also, every employee who elects to take severance pay should also 
have the right to choose to take the payment in one lump sum or in 
periodic installments. No employee should receive any less severance 
pay than he would be entitled to if he worked during the full 4-week 
period, provided in the bill, immediately preceding his voluntary 
separation. 

In various parts of the bill, the term “discharge” is used improperly. 
It seems to be confused with the term “layoff.” While both terms 
constitute a form of separation, a discharge connotes disciplinary 
action, whereas an employee may be laid off for any number of reasons 
totallv unrelated to his conduct. 

Whenever an employee is transferred from one community to an- 
other, as a result of merger, the merged company should be required 
to reimburse the employee, in addition to actual traveling expenses, 
for any losses he sustains due to cancellation of a lease or sale of his 
property. 

Also he should be accorded locating expense for a period of at least 
90 days from the date he is required to report to his new location. This 
would take care of the additional expenses the employee and his family 
incur until adequate and satisfactory living quarters are found. 

In addition to the preservation and retention of pension, health, dis- 
ability, and death insurance benefits, the carrier resulting from a 
merger should likewise be obligated to accord to every employee the 
same sickness and accident benefits as were provided for prior to the 
date of the approval. All such benefits should be guaranteed until the 
resulting carrier and the representative of its employees execute a new 
collective bargaining agreement which includes these benefits. 

The bill as presently drafted appears to be in conflict, in part, 
with the reemployment rights guaranteed under section 9 of the Uni- 
versal Military Training and Service Act, as amended. 

According to that law, it would appear that any person is entitled 
to reemployment rights, if he makes application for employment 
within 90 days after he is relieved from military training service or 
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from hospitalization continued after discharge for a period of not 
more than a year. 

Any military leave provisions must afford to the employee at least 
the same rights to which he is entitled under the Universal Military 
Training and Service Act. 

There is no objection to permitting a company to suspend or dis- 
charge an employee for just cause, provided such disciplinary action 
continues to be subject to the arbitration provisions of the existing 
contracts. Of course, any such action must be prohibited if it is in 
any way related to merger, either directly or indirectly. 


I would like to point out the necessity for including in such a law © 


as this, a provision that would require the resulting carrier to assume 
all responsibilities of the merged companies under their respective col- 
lective bargaining agreements until such time as a new agreement be- 
comes effective. 

The FCC should not be permitted to approve a merger plan until 
such time as it is guaranteed that the collective bargaining agreements 
of the different companies participating in the merger shall be con- 
tinued in full force and effect, even beyond their normal termination 
date, until the merged company executes an agreement with the 
representatives of its employees. This should apply not only to hours, 
but to wages and all other working conditions as well. 

The need for such a provision is readily seen when it is recognized 
that not all collective bargaining agreements in existence in the in- 
dustry terminate on the same date. It is quite possible, without such 
a guarantee, that one group of employees would be forced to work 
without a contract if the particular agreement which covers them ex- 
pires before a like agreement which covers the employees of another 
company, that was a party to the merger. 

Even if all agreements terminated simultaneously, such a guarantee 
is necessary in order to protect all of the employees until such time 
as a hew agreement is entered into. 

A permissive merger law should be applicable to all employees who 
are U.S. citizens, regardless of whether they are employed at a job 
outside of the United States. The present bill does not provide this 
protection. 

In summary, the Communications Workers of America, AFL-CIO, 
opposes this proposal for permissive merger of two or more inter- 
national telegraph and/or marine carriers, because we do not believe 
that it has been established that the merger is in the public interest 
or in the interest of the employees of the industry. The employee pro- 
tection provisions contained in this proposal are inadequate. The 
employees can and must be accorded maximum protection for their 
own welfare and job security. 

Senator, I wish to thank you for the opportunity to appear before 
the committee. 

Senator Pasrore. All right; thank you, sir. 

Do any of the other witnesses want to say anything? 

Mr. Betrne. No, they are associated with me, Senator. Two of them 
in the day-to-day work in the industry, Mr. Mignon and Miss Gleason. 
In case any questions come up about some of the things I have heard 
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asked here, they are my experts. On my left is my counsel, Mr. 
Cronin. 


Senator Pastore. There is only one question I should like to ask 
you, Mr. Beirne. 

The argument was made here that these international telegraph 
companies are now chiefly in competition with foreign governments, 
as well, that are monopolies, so to speak, and that the competition is 
becoming keener and keener to the point that there is a possibility that 
this might jeopardize the American industry as such. I am confining 
myself now to the international cable field. 

What is your impression of that argument, if you have any impres- 
sion ? 

Mr. Berrne. Well, I know that the British and the French, the 
British by the laying of their cable, which connects with Canada, 
which by land lines can get into the United States, is a source of com- 
petition that is increasing. Where that will wind up I will not try 
to speculate. I am no expert in that field. I do know that they are 
competitive. 

Senator Pasrorr. A further argument is made, that now each one 
of these companies cannot undertake, on its own, this tremendous 
capital expense or investment to build a new cable. 

Have you any impressions with regard to that ? 

Mr. Betrne. Yes, I have this impression, that the A.C. & R., a com- 
pany with which we hold a contract, had worked out a deal to lay a 
cable that would relieve whatever cable or channel shortages might 
exist, and in working on that it got to the point where they were ready 
to invest some of their money, and the United States, through one of 
its defense agencies, or somebody, was ready to put up a great deal 
of money, too. 

The whole thing fell through, however, because as in this merger 
case, one side of the mouth of the Government was saying one thing, 
and the other side of the mouth of the Government said something 
else. But the biggest weight, in this particular effort toward develop- 
ment of better services or better equipment for better services, fell to 
the lot of the FCC, and they ruled against the laying of the cable by 
A.C. & R. 

Now, actually what you have is something which to me is silly. 
There are three competitors, RCA, A.C. & R. and Western Union. 
Western Union was told to divest. It was told to get out of the field 
by the Government. That leaves two competitors, A.C. & R. and 
RCA. RCA is radio, completely. No cable whatsoever. A.C. & R. 
is radio and cable. So that there has been developed by the Govern- 
ment a series of some sort of contradictions or senselessness, wherein 
A.C. & R., the only cable company that should now be operating, was 
denied the right to lay a cable in order to preserve competition. To 
me, competition should be preserved, but it should also make sense. 

Now, competition could be reduced, if the order of the Govern- 
ment of 16 years’ standing has been carried out. Even if this had 
been done, competition would still be there, between two companies, 
A.C. & R. and RCA communications. 

40287—59 22 
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Senator Pastore. Well then it is provided that either one of the 
other two existing companies could buy in the International Western 
Union? 

Mr. Berrne. Correct. 

Senator Pastore. Of course, if Western Union would sell to an 
outsider, you would still have three competitors ? 

Mr. Betrne. That is correct. 

Senator Pastore. The further argument is made that the British 
Government will not deal with any one of these three companies even 
if they did choose to lay the cable. 

Do you have any impression with regard to that? I think these are 
the three important issues in this whole bill. 

No. 1, should the merger be allowed, to begin with, as a matter of 
national policy ? 

No. 2, is it true that any one of the companies cannot on its own 
actually build this cable? ; 

And No. 3, even if one of the companies could build this cable, 
would the foreign government deal with it because it, too, is a com- 
petitor in this general field ? 

Mr. Beirne. Well the story as I have heard it through the years, on 
the British, who have refused landing rights for the cable, may be 
strictly British acting. That is the way the story goes. But involved 
in the reporting on this whole matter is our own FCC. 

Also involved in this whole matter is the competition of the carriers, 
Apparently some of them wanted their cake and wanted to eat it, too. 

In other words, were the British responding to certain suggestions 
that may have made some sense, that might have been made by 
RCA, when A.C. & R. wanted to lay a cable? Were the British 
responding to certain suggestions, that might have carried weight, 
made to it by Western Union, in refusing one carrier permission to 
land? Was the British Government responding to the FCC, who 
said to A.C. & R., in effect, is saying, “You can’t lay a cable, one of 
you cannot get this competitive advantage by laying a new cable with- 
out the other two”—one of whom shouldn’t be in the picture, by the 
same Commission’s ruling—“unless the three of you do it, and the 
three of you cannot do it.” 

That was somewhere back in the late 1940’s or early 1950’s that this 
kind of nonsense was beginning to go on. So, it is true, the running 
pattern is that the British refuse landing rights, but I think that is 
something that, if worked on by the State Department and other de- 
partments, could certainly be adjusted somewhow. 

Senator Pastore. All right, Mr. Beirne. Thank you very much. 

Now we have our last witness, Mr. Selly. 

Mr. Selly, you have quite a long statement. I don’t want to be un- 
fair to you. Because I want to give you all the time you need as we 
have been giving to all the other witnesses. It is a quarter of one, 
and we have a hearing before the Joint Committee at 2 o’clock. We 
can’t use this afternoon anyway, because Mr. Strauss’ nomination is 
coming up again this afternoon. I don’t think you could finish very 
much before three-quarters of an hour, could you? 

Mr. Setty. I would try to accommodate the committee. 
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Senator Pastore. I don’t want to be accommodated. I want to ac- 
commodate you. It is my job to listen to all this and I want the 
record very complete and I want everyone’s viewpoint spelled out in 
the record as comprehensively as they desire. The only thing that I 
am concerned about is the time element. It is a quarter to one and we 
usually stop at 12: 30. 

Were you really anxious to get this in today? Our next hearing is 
on May 20. 

Mr. Setty. The problem, Senator, is that we have a group of some 
20 people from the shop who came down for the tesumony. It is 
a costly thing. 

Senator Pasrore. Are they going to testify ? 

Mr. Setiy. No, no, they came down to hear our testimony, and I 
wouldn’t like to disappoint them if we could possibly go ahead. 

Senator Pasrore. Well let me do this, then: I will tell you what I 
am perfectly willing to do. We can’t use this room after 2 o’clock, 
and I would want to finish about 10 minutes to 2, if I could. I am 
just thinking out loud, because I want to make this acceptable to you. 
If we recessed now for a half hour for lunch, I would be perfectly 
willing to come back here at a quarter past 1 and hear you until 10 
minutes to2. Would that give you enough time? 

Mr. Sexy. I will make 1t enough time. 

Senator Pastore. And that would give you an opportunity to bring 
all these people that you brought down here out and buy them a good 
lunch. 

All right, we will recess until a quarter past 1. 

(Whereupon, at 12:45 p.m., a recess was taken, to reconvene at 
1:15 p.m., of the same day.) 


AFTERNOON SESSION 


Senator Pastore. Come to order, please. 

All right, Mr. Selly. 

Mr. Setiy. Mr. Senator, in view of the time limitations which are 
not of anybody’s making, I would ask that the full testimony which I 
have presented to the committee be included in the record along with 
the two appendixes and I will talk from it. 

Senator Pastore. Without objection, so ordered. 

(The documents referred to are as follows :) 


APPENDIX A 


COMPETITION BETWEEN THE INTERNATIONAL CABLE AND RADIOTELEGRAPH CARRIERS 
Has BEEN THE MAJor SPUR TO TECHNOLOGICAL DEVELOPMENT 


Submitted by American Communications Association 


This memorandum will deal with major improvements in the transmission of 
intelligence by international radiotelegraph and cable since World War II. In 
this period phenomenal changes have occurred in both arts and in virtually every 
aspect of the complex mechanism of transmission and reception of intelligence 
by both mediums. 

The revolutionary changes which have occurred in the period under discussion 
have resulted in substantial improvements in reliability, flexibility, security, 
speed, and accuracy of communications, have greatly increased capacity of the 
carriers, and have resulted in more efficient utilization of frequencies. 
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The history of these developments shows first one art and then the other in the 
ascendancy. Immediately following World War I the Government encouraged 
the establishment of an American radio company in order to guarantee the de- 
velopment of this alternate medium to the existing cable telegraph systems. The 
Government simultaneously established by statute a policy of separation of cable 
and radio because it was felt that the cable companies with their comparatively 
large capital investment, if permitted to absorb the infant radiotelegraph in- 
dustry, would stifle its development. Over the course of the years radiotelegraph 
was developed to the point where it became the more efficient and flexible method 
of communication. Under the spur of competition, and driven by the necessity to 
recover their position, the cable companies then began to develop new methods 
and techniques which once again put them in a position to compete with radio. 
Similarly, between the rival radiotelegraph companies, whenever one company 
developed a new piece of equipment or a new technique which improved its 
service, the rival company within a comparatively short time was compelled by 
by the spur of competition to develop similar equipment, techniques, and services. 

It is not necessary to labor the point that almost every major technological 
development has been the result of the need to compete with a rival company 
for the traffic. Company officials have testified to this effect on more than 
one occasion in public hearings, and it is virtually an axiom in the development 
of American industry, which has been historically confirmed time and time again, 
that competition is the major spur to technological development. Conversely, 
it has also been demonstrated that in the absence of competition monopoly tends 
to restrict and slow down such development. 

The major technological changes and rationalization of operating procedures in 
radiotelegraphy * will be discussed under the following headings: “I. Transmit- 
ting and Receiving Equipment and Techniques”; “II. Terminal Equipment and 
Methods”; “III. Capacity and Conservation of the Spectrum.” 


I, TRANSMITTING AND RECEIVING EQUIPMENT AND TECHNIQUES 


(a) Following World War II the maintenance of frequency stability with 
minimum deviations was achieved by the universal installation of improved 
crystal oscillators. 

(b) There has been a substantial improvement in the quality of inductances 
used in circuits through the use of new ferrite coils which permit sharper tun- 
ing and greater efficiency in receivers. 

(c) AFC (automatic frequency control) provides a mechanism for locking in 
the receiver to the frequency of the signal and holding it at that frequency. 
Automatic frequency control replaced the old method which required manual 
tuning to stay on the frequency, and it greatly diminished the necessity for RQ’s 
and BQ’s. 

(d) AGC (automatic gain control), like automatic frequency control, is a de- 
vice which permits the automatic adjustment of receivers to the signal. In this 
case the adjustment is provided by automatically increasing the sensitivity of 
the receiver to the signal when the signal fades. 

(e) FSK (frequency shift keying) replaced the older method of on-off keying 
was a variable amplitude method of transmission with a constant frequency. 
Frequency shift keying is a variable frequency method of transmission with a 
constant amplitude. FSK, as compared with on-off keying, is comparable to 
FM as compared with AM in broadcasting and has the same general advan- 
tages; that is, the reception is relatively free from static and interference. In 
addition, FSK eliminates the spurious emissions caused by on-off keying which 
were a constant source of interference in the old method. The elimination of 
these spurious emissions makes it possible to operate on a narrower bandwidth 
than with on-off keying since the sidebands fall off quickly with FSK. 

(f) Single sideband transmission and reception is primarily used for conservy- 
ing the frequency spectrum. The technique employed in single sideband trans- 
mission consists of the suppression of one of the sidebands (either the upper or 
the lower). Some methods retain the carrier; others suppress all or part of it. 
The advantage of single sideband transmission is that such a system will occupy 
half as much space as an AM system. 


1 While some of these developments occurred before World War II, they are considered 
here because they took on new significance when combined with the later developments. 
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It. TERMINAL EQUIPMENT AND METHODS 


(a) The basic change in the operating system was the substitution of a five- 
unit printer, torn tape, semiautomatic relay system in place of the older Morse 
system. On the few remaining Morse circuits the messages are copied on a five- 
unit reperforator in order to make these circuits compatible with the general 
five-unit tape relay system. 

(b) The AWX converter is a device which made TWX and the radiotelegraph 
transmission systems compatible. 

(c) The private tieline dial system substitutes a dial for the older plugboard. 
This permits the operator to connect directly with the customer, and when the 
customer wants to send a message it automatically connects him to a free operat- 
ing position in the main operating room. 

(d@) The Flexowriter is a machine which simultaneously types a message and 
punches a five-unit tape. It facilitates the handling of service messages. 

(e) Tex and leased channels, which have become increasingly important to 
large users of international communications, including government users, were 
made possible by the increased capacity due to the technological developments 
described above. Leased channels and tex, between them, constitute a constantly 
growing proportion of the total telegraph load handled by the companies. 

(f) Multiplex is a term used to describe any of the various methods for getting 
multiple channels on one carrier. While multiplexing is not a new technique 
in telephony and telegraphy, it came into use in international radiotelegraphy in 
the latter part of the 1930’s. The multiplex used in international telegraphy is 
mainly time division multiplex. The apparatus currently in use can produce 
from 2 to 16 channels per carrier. Our reference to multiplexing has significance 
for the purposes of this memorandum because it was only by virtue of the tech- 
nological developments described herein that it became possible to fully realize 
the capabilities of multiplex and to secure a substantial increase in the number 
of channels possible within a given frequency assignment. 

(g) Seven-unit constant ratio code is properly characterized as a protected 
code as compared with the five-unit code. This is so because the utilization of 
the seven-unit constant ratio code makes apparent any mutilation in a trans- 
mitted character, as distinguished from a five-unit code where a mutilation comes 
out as a different character than the one transmitted. The seven-unit constant 
ratio code is one in which every character consists of a fixed and invariable 
number of marks and spaces in the proportion of 3 to 4. This guarantees a 
phenomenal degree of protection against errors that would be caused in a five- 
unit code system resulting from the wide range of noise and fading which are 
characteristic of shortwave radio circuits over long distances. In order to make 
seven-unit constant ratio protected code feasible on the circuit, it was necessary 
to develop a system for converting the five-unit universally used telegraph code 
into the seven-unit, and this has been done. The major significance of this devel- 
opment must be considered in connection with the development of ARQ (auto- 
matie request for repetition). 

(h) ARQ (automatic request for repetition) is a technique which, when used 
in connection with the seven-unit constant ratio protected code, not only de- 
tects mutilated signals, but also automatically requests and provides the re- 
quested repetition of a character whenever a mutilation occurs. When a mutila- 
tion occurs under this system, the transmission is interrupted and resumes only 
when the requested repetition has been correctly received. The ARQ system has 
made possible the use of page printers, reperforator tapes, tape relays, and other 
network techniques. The effect of ARQ plus seven-unit code has been to provide 
a greatly improved public message traffic service. Even more important than 
this, however, it has made possible such customer-to-customer oversea services 
as leased channels and tex (overseas teleprinter exchange service). The ARQ 
system also represented a significant advance in security of communications since 
it permitted direct point-to-point service between sender and receiver. 


III. CAPACITY AND CONSERVATION OF THE SPECTRUM 


By combining all of the improved technological developments described above 
it has been possible to make a great contribution in the conservation of the 
spectrum. In 1951, allocations of the spectrum for international radiotelegraph 
and related services in the 4- to 27.5-megacycle area were based on a spacing 
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of 10, 5, and 2% kilocycles, with the average being 5 kilocycles. Today, by the 
utilization of the above techniques, it has been possible to establish many more 
channels of communication in a contracted bandwidth area. Whereas in 1951 
a single Morse channel required an average of a 5-kilocycle bandwidth, today 
16 multiplex channels operate within 2,720 cycles, of 170 cycles per channel. 
This spectacular improvement in the conservation of frequencies was recorded 
by the action of the FCC in December 1956, in reducing all bands for radiotele- 
graph services to one-third of their former bandwidth. The commercial radio- 
telegraph companies now utilize one-sixteenth of the width of the spectrum 
for each channel as compared with 1951, or, putting it another way, by use 
of these techniques it is possible to establish 16 channels of communication in 
a narrower bandwidth than was formerly required for 1 channel. Further, it 
is apparent from experimental developments that the number of channels which 
can be employed within a given bandwidth appears to be in the order of 32 tol 
as compared with 1951. 

The major technological changes in submarine cable telegraphy’ will be dis- 
cussed under the following headings: “I. Providing More Efficient Use of Cable 
Facilities and Capacity”; “II. Increasing Cable Capacity and Speed of Trans- 
missioon” “III. Increasing Flexibility in Cable Communications.” 
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I. PROVIDING MORE EFFICIENT USE OF OABLE FACILITIES AND CAPABILITY 


(a) Western Union Cables, having converted to printer operation, was able 
during the war through the installation of varioplex equipment and its adapta- 
tion to cable conditions to provide instantaneous direct teleprinter connections 
between New York and London to Government departments here, with their 
counterparts overseas. Varioplex takes a lease or facility (2 or 3 channels, de- 
pending on the load) and splits it up into 12 subchannels on a time division 
basis. As additional subscribers use the facilities there is an automatie reduc- 
tion in the time division from the basic capacity of 300 letters a minute. Gov- 
ernment agencies were able to protect this traffic with the use of scramblers. 
This provided maximum use of cable capacity and message security, which was 
at a premium during the war. 

(ob) After the war, when Government demand for this type of communcia- 
tion declined, varioplex was developed into the service now know as interna- 
tional metered communications (Imco). In Imco the 12 subchannels are broken 
up to provide direct, instantaneous communication to 80 or 100 subscribers in 
New York with correspondents overseas. These are the type of subscribers 
generally who utilize the facilities for short-time duration. It was the success 
and rapid growth of Imco among important business users that stimulated the 
competing companies to develop such methods as tex and telex. 

(c) The conversion of landline connecting facilities to carrier operation 
greatly improved the quality of service and the efficient use of cable capacity. 
In 1952, Western Union converted the old overland duplex system to a modern 
wide-band type E carrier system with fallback facilities in the North Sydney- 
Bangor landline. At Bangor these facilities are connected with carrier facili- 
ties to New York. 

The North Sydney-Bangor landline is open wire, and in the northern climate 
vulnerable to much interference from atmospheric conditions and weather con- 
ditions. This kind of vulnerability has been practically eliminated. Carrier 
operation has greatly improved its reliability and capacity. 

The Bangor-North Sydney system worked out so well that in 1954 the connect- 
ing facilities between London and Penzance were put on carrier operation. Sub- 
sequent to that, the company installed carrier operation from Key West to 
Havana. These facilities also are connected to New York by carrier facilities. 
Thus all landline and connecting operations are now operated on carrier systems. 


II, INCREASING CABLE CAPACITY AND THE SPEED OF TRANSMISSION 


(a) The development and installation by Western Union Cables in 1950 of a 
prototype submerged repeater in a slow-speed cable 170 miles from Newfound- 
land at a depth of 270 fathoms was the first submerged repeater to be used in 
a transatlantic cable and the first really deep sea submerged repeater. As a 





2 These major changes date from World War II. 
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result of this installation the capacity of the cable involved was increased more 
than three times its previous maximum, while at the same time a substantial 
imprevement in signal quality and operating stability was also attained. The 
prototype repeater was picked up early in 1951 and modified on the basis of 
operating experience and reinstalled. 

(bv) In a 3-year period, from 1951 to 1954, the repeater system was installed 
on five transatlantic nonloaded cables of Western Union and on the coastwise 
cable between Hammels and Bay Roberts. Of the transatlantic sections, four 
are equipped for reversible operation, each having a repeater installed off the 
British Isles for eastward operation, and one off Newfoundland for westward 
operation. Two have one repeater each for eastward and westward operation, 
respectively. The coastwise cable has a westward repeater. Each repeater in- 
cludes a switching device controlled from near a receiving cable station by which 
a repeater is inserted in, or disconnected from, the cable circuit as required to 
establish the desired directional pattern of operation. Repeaters are located up 
to 346 nautical miles from shore and in depths of up to 1,240 fathoms. In 
1950, Western Union nonloaded cables provided 13 one-way printing telegraph 
channels with a total capacity of 570 words per minute, and the loaded cable 8 
one-way channels at 400 words per minute. In 1955, as a result of the repeater 
installations, the nonloaded cables provided 32 one-way channels with a capacity 
of 1,600 words per minute. Adding the loaded cable brought total capacity in 
1955 to 40 one-way channels with capacity of 2,000 words per minute, or double 
that available in 1950. 

(c) Changes in circuitry and physical design as a result of the practical 
experience of installing and operating the repeaters contributed to the develop- 
ment of a superior “standard” repeater which is trouble free in operation. This 
is a double-end type with input and output cable connections at the opposite 
ends replacing a single-end type in which all connections entered at one end. The 
double-end design is superior for deepwater installations. 

(d) Installation of a tandem repeater system by Western Union in their 3PZ 
cable between Bay Roberts and Penzance will further increase capacity. This 
repeater installation is duplicated in the connecting cable between Bay Roberts 
and Hammels, N.Y. 

(e) Electronic signal shaping amplifiers replaced magnifiers of the old type 
at the terminals of all Western Union transatlantic cables. This eliminated 
interference from earth currents. They were further adapted to handle the 
higher speeds of signaling made possible by the insertion of submerged repeaters. 

(f) Maximum utilization of connecting cables was promoted by the develop- 
ment of new channel repeating equipment. Regenerative rotary repeaters were 
used formerly to repeat all the signals passing over any one transatlantic cable 
into a single connecting cable in Newfoundland and in Ireland. Channels of 
the transatlantic sections are now repeated individually through channel re- 
peating banks. All channels are now operated at the same speed and can there- 
fore be repeated from any transatlantic section into any of the short connecting 
sections with complete flexibility. In case of cable failure or interruption, the 
channels normally carried thereon can be moved immediately to a spare connec- 
tion, eliminating the possibility of losing the transatlantic facility due to in- 
terruptions in connecting cables or landline. 

(9g) The increase in cable speed made possible replacement of the 2-, 3-, 
4channel multiplex equipment with 6-channel equipment; thus, from transmis- 
sion speed of 168 words per minute (4 channels times 42 words), prototype re- 
peaters increased the speed to 300 words per minute (6 channels at 50 words per 
minute). the installation of tandem repeaters has made possible the applica- 
tion of 10-channel multiplex which is planned to be operated by Western Union 
Cables in 1959 between New York and London. This would raise the speed to 
500 words per minute (10 channels multiplex at 50 words per minute); 1959 
sib therefore see a 198 percent increase in speed of cable transmission since 


Ill, INCREASING THE FLEXIBILITY OF CABLE COMMUNICATION 


(a) During the war Western Union developed a multiplex to recorder code 
translator (by adding a multiplex selecting mechanism to a Creed perforator) 
and put it into operation in Horta. This provides cable recorder code slip direct- 
ly from signals received over multiplex printer channels from New York. 
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(b) At a later date a recorder code to multplex translator was produced by 
Western Union and placed in service at the terminal of Western Union Cables 
connections to Cable & Wireless in South American cables. The use of the trans- 
lator was discontinued when the speed of the connection was increased beyond 
its range. A new translator for this purpose is now developed and about to be 
put into use. 

(c) Western Union and other ocean cable channels are operated by means of 
the five-unit code. Flexibility requires the ability to extend all of these chan- 
nels as teleprinter circuits beyond the normal cable terminal without introducing 
delays due to loops of tape or other means of storage. Extended channel equip- 
ment such as printer perforators and transmitters were developed to translate 
teleprinter to multiplex. Similar translation is provided at the receiving end. 
As a result, teleprinter circuits are switchable and cable channels can be ex- 
tended to any point to which teleprinter circuits are available. 

(d@) The development by Western Union Cables of new translators and imple- 
mentation devices made is possible to transmit blanks on enciphered trafic over 
multiplex channels on submarine cables. The equipment features automatic 
alarms which guarantee instantaneous attention in the event of trouble and has 
other supervisory features. These devices make secure cable transmission avail- 
able for this vital traffic. 


WORK IN PROGRESS 


(a) Western Union’s development and operational work on submerged vacuum- 
type repeaters has facilitated and speeded up the development of transistorized 
repeaters which will undoubtedly emerge as the technique in the near future and 
will further increase speed and capacity. Such increased capacity will greatly 
enlarge customer-to-customer services such as Imco, and provide additional vital 
lease capacity to Government and defense agencies. 

(6) The growth of capacity and demand, and the stimulus of competition, 
have nurtured the development of an electronic multiplex distributor which 
would not have the limitations of the present mechanical variety. The electronic 
Mux distributor is already in test operation and will be in practical operation 
in the near future. It will open up further avenues of expansion. 

(c) The successful operation of tandem repeaters in the transatlantic cable 
in which it is now installed will lead to further developments of this type, con- 
tinuing the trend. Western Union Cables recently provided the Air Force with 
facilities capable of a speed of transmission of 65 words a minute, indicating the 
potentialities and flexibility of current developments. 


SUMMARY 


In connection with the major technological developments referred to in this 
memorandum it should be noted that some of them represent original research 
and development by one or the other of the commercial carriers. Others repre- 
sent adaptation or refinement of existing equipment or techniques developed by 
A.T. & T., or by the armed services or other sources. 

Concurrent with these major technological developments there has been a sim- 
ilar significant rationalization of all of the elements involved in the transmission 
and reception of intelligence via radio and cable. These cover, among others, 
improvements in the departments referred to in the commercial companies as 
service department, telephone department, branch offices, accounting department, 
and repair and maintenance departments. Detailed information regarding these 
latter developments is available but was not considered appropriate for inclusion 
in this memorandum. 

In regard to the technological developments referred to herein, further elabora- 
tion and technical details are available in source material appearing in period- 
icals published by the commercial carriers, in scientific papers read at various 
professional conferences, and in trade and technical journals. The American 
Communications Association relied on these sources in part in the preparation 
of this memorandum, but placed its main reliance on the experience and back- 
ground of technicians with many years of practical service in the industry. 








MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 341 


Relation between competition and technological developments 


The statistic which is as jealously observed by each company as its own abso- 
lute profit position is the relative participation of each company in the total 
revenues derived from international telegraphic communications. 

It is this factor of relative participation which compels each company to exert 
every effort and commit every possible resource to the development of improved 
service, 

This industry is a service industry. Competition for the available traffic and 
the development of new sources of revenue depends on providing improved and 
new services. Since the price of the product is regulated and uniform, this com- 
petition takes place exclusively in the area of providing better—i.e., more accu- 
rate, speedier, more reliable—service. In this industry, more than in most, such 
improvements depend largely on technological developments and the breaching 
of new frontiers. 

Competition compels each company to make capital investments in new equip- 
ment and techniques. Under the inexorable law of competition the competitor 
is left no discretion in this matter. He either seeks to meet or excel his com- 
petitor or he loses his share of the revenues, and his profit position deteriorates. 
In contrast to this, the monopolist is not compelled by economic necessity to 
make capital investments in new equipment and techniques. Unlike the com- 
petitor, the monopolist can exercise unlimited discretion. He can choose the 
time, method, place, and amount of technological development. He can offer or 
withhold new or improved services. 

As a matter of fact, the monopolist frequently does withhold new develop- 
ments until he fully recovers the cost of his existing plant and equipment. 

Whereas for the competitor technological developments are the sine qua non 
of maintaining a profit position, for the monopolist such developments may, 
under some circumstances, have the effect of reducing his profit position. This 
will occur when the capital investment required for development research and 
installation of the new equipment is greater than the savings to be achieved 
by continuing to utilize existing plant and equipment. The monopolist will not 
scrap his obsolescent plant and replace it with modern equipment until it is 
profitable to do so. The competitor must do so to survive. 


New horizons 


As spectacular as the technological developments have been in the past decade, 
the potentialities for the immediate future are even more spectacular. Without 
going into any detail in regard to the projected possibilities of further improve- 
ment in speed, accuracy, reliability, flexibility, security, and capacity of the 
international carriers, we wish to mention a few of the published papers referring 
to these new developments: 

(1) “A Predicted Wave-Signalling Phase-Shift Telegraph System” by E. T. 
Heald and R. G. Clabaugh, Collins Radio Co., Burbank, Calif., from Transactions, 
American Institute of Electrical Engineers, 1957, volume 76, part 1, pages 175-182. 
This is a system which they call Kineplex. They state that for a 20-channel, 
150-bit-per-channel system this method needs only 3300 cycles and represents 
2-to-1 improvement in bandwidth efficiency over comparable FSK systems. The 
term “bit” refers to the number of signal elements. An ordinary teletype has a 
speed of 50 “bits,” so this system would permit a speed per channel three times 
that of most of those in use in international telegraphy, or this capacity could 
be converted into additional channels. 

(2) “Tropospheric Scatter Propagation—Summary of Recent Progress,” by 
Harold Staras, RCA Laboratories, Princeton, N.J., published in RCA Review, 
V19, No. 1, March 1958. This article describes this as a “major breakthrough in 
the field of communications” and “* * * provides highly reliable means of estab- 
lishing a point-to-point communications system in the 50-5000 megacycle range 
up to 600 miles.” 

(3) “VHF Propagation by Ionized Meteor Trails,’ report in Electronic Indus- 
tries and Tele-Tech, October and November 1957. This describes the success 
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Stanford University, Calif., and the University of Montana have had in transmit- 
ting teletype signals and voice from Bozeman, Mont., to Palo Alto, Calif., some 820 
miles, using ionized meteor trails. They state that they see the capability of using 
it for distances up to 1,500 miles; that it is unaffected by ionospheric variations 
and other disturbances ; and that it offers a measure of security and resistance to 
jamming since any potential interceptor or jamming station will not know when 
the path is open. The material to be sent, such as teletype signals, is stored on a 
magnetic tape. The receiving end sends out signals which, when received at 
the transmitting end, in effect tell the transmitter the path is open and automati- 
cally triggers the sending side. This 60-word-per-minue teletype material is 
then transmitted at a speed of 600 words per minute. This is received by mag- 
netic tape and then repeated at the 60-word-per-minute teletype rate. They esti- 
mate that with proper equipment and refinements such a signal could be;essen- 
tially continuous. 

(4) “Ionospheric Forward Scatter Propagation,” by Maurice P. Johnson, 
UHF communication equipment design engineer, published in Radio & TV News, 
August 1958. “In particular, scatter from the E layer is used in the 50-megacycle 
band. This has resulted in reliable links of from 500 to 2,000 miles per hop. 
* * * Ordinarily, radio communication in Arctic regions is difficult because of 
polar blackouts, aurora, and other atmospheric disturbances. However, under 
circumstances such that regular communication links are ineffective, scatter 
has proved to be reliable and, in some cases, the signal has been enhanced by the 
disturbance. Scatter is unaffected by many ionospheric disturbances, so a high 
degree of path reliability is one of the very important values of scatter com- 
munication.” 

(5) ‘*The Electronic Teletypewriter,” developed by the U.S. Army Signal Re- 
search and Development Laboratory and the Burroughs Corp. This machine has 
a potential of 3,000 words per minute and has been demonstrated at a speed of 
2,000 words per minute. 

That the science fiction of today becomes the fact of tomorrow is most dramati- 
cally illustrated by the following recent example in the field of electronics and 
communications. On November 17, 1958, a paper was read at the 13th annual 
meeting of the American Rocket Society at the Hotel Statler in New York by S. 
Metzger of the RCA Astro Electronic Products Department, Princeton, N.J. This 
paper was titled “The Orbital Post Office” and dealt with the possibility of using 
2 satellite communications system for transatlantic post office operations. When 
this paper was read, obviously it represented an imaginative but educated projec- 
tion into the future, but only a few weeks later, on Saturday, December 13, 1958, 
the Air Force launched the Atlas missile into orbit and established the reality of 
ground-to-satellite-to-ground communication, thus proving once again the almost 
limitless possibilities of technological development in the field of communications, 


APPENDIX B 


QuoraTions From FCC Rate Cast (Docket No. 11953) From WHICH EXCERPTS 
ARE CITED IN TESTIMONY OF JOSEPH P. SELLY 


1. “106. As indicated in the attached tables No. A-J, a rapid expansion in 
the carriers’ revenues has taken place in recent years. Analysis of this growth 
shows that this has been due to several factors. The basic source of revenues for 
the carriers in the past has been message traffic, which in 1950 accounted for 
90.9 percent of total operating revenues. Since 1950, revenues from the handling 
of message traffic have increased considerably, so that by 1957 they were 
$61,305,000 as against $43,547,000 in 1950, an increase of 40.8 percent. In the 
same period, however, the carriers have introduced or expanded other services, 
particularly in the direct customer-to-customer service field. The customer-to- 
customer services which have assumed growing importance in the field are 
the international teletypewriter exchange service and private or leased channel 
service. In 1950 such services resulted in about $1,375,000 in revenues, or 2.9 
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percent of total revenues. By 1957 such services resulted in about $9,877,000 in 
revenues, or 12.9 percent of total revenues. Much of the growth in plant set 
forth in tables No. K-P was concerned with the provision of facilities for these 
direct customer-to-customer services.” (Cited on p. 13, Selly’s statement.) 

2. “152. The Commission found in its decision in that proceeding that, at least 
in the radio field, large investments in plant are not required, and that in this 
respect the carriers differ from so-called natural or economic monopolies. It also 
found that competition in direct radiotelegraph circuits was an important factor 
in the investments made to enlarge and improve plant, in the introduction of 
modern equipment and traffic-handling techniques, in the introduction of new 
services, and in the reduction in rates after World War II. The Commission 
further found that, despite increasing competition, these two directly competing 
carriers had increased their respective shares of industry volume and revenues, 
and had, especially in the most recent period, enjoyed substantial net operating 
revenues so that they were in sound financial condition. In general, the Com- 
mission concluded that competition for traffic to the relatively important traf- 
fic centers was reasonably feasible and that the public interest would be served 
thereby. The Commission’s decision was upheld on appeal.” (Cited on p. 14, 
Selly’s statement.) 

3. “109. It is clear from the foregoing that in the past 7 years— 

“(a) revenues from international message telegraph service have in- 
creased very rapidly without the benefit of any increases in the per-werd 
charges for such services outbound from the United States; 

“(b) new services, particularly in the customer-to-customer field, have 
been introduced and have found ready acceptance and have enjoyed tremen- 
dous growth so that by 1957 they accounted for a substantial portion of total 
revenues ; 

“(¢) plant has been replaced, modernized, improved, and expanded at a 
very high rate so that total plant additions of the major carriers between the 
end of 1950 and the end of 1957 were equal to 28 percent of their total 
plant in service at the end of 1950; 

“(d) this plant replacement, modernization, improvement, and expansion 
has been financed without the incurring of any long-term bonded indebted- 
ness by any of the major international telegraph carriers; and 

“(e) the rate of growth in gross revenues, net revenues, and plant has 
not been uniform among the carriers, with the A.C. & R. companies showing 
by far the smallest increases in gross revenues and by far the lowest in rela- 
tive earnings.” (Cited on p. 14, Selly’s statement.) 

4. Substitute competition.—International telegraphy has been and is in com- 
petition with both the airmail services and international telephony for its 
respective share of the communications dollar. In recent years the speed of in- 
ternational airmail service has improved greatly, and at the same time the 
quality of international telephone service was improved by the laying of 
transoceanic high-capacity telephone cables. Yet, in this same period, RCAC 
enjoyed the greatest relative expansion of revenues and earnings and was able 
to finance a tremendous expansion in plant. We recognize that, with the advent 
of jet aircraft in commercial service, transoceanic airmail will be speeded still 
further. However, it does not appear to us that overnight airmail service be- 
tween the United States and most oversea points will be so regular and reliable 
in the near future as to seriously endanger the revenues now realized by the 
earriers from the handling of letter traffic. It is, of course, possible that there 
will be some impact from this form of competition. We also recognize that the 
availability of large-capacity telephone cables poses a threat to the nonmessage 
Services of the telegraph carriers. We note, however, that substitute competi- 
tion is not unusual among regulated public utilities. There is fierce competi- 
tion among the railroads, interstate buses, and airlines, all of which provide 
passenger service. There is also competition between the railroads, truck com- 
panies, and airlines for freight traffic. There is competition between the electric 
and gas utilities for the patronage of customers for heating and the performance 
of many household functions such as refrigeration, cooking, clothes drying, ete. 
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There is also competition among the gas utilities and coal and oil suppliers for 
patronage for heating purposes.” (Cited on p. 15, Selly’s statement.) 

5. “145. Uniqueness—We cannot agree that the international telegraph in- 
dustry is unique among regulated utilities or carriers because it is competitive. 
Competition rather than monopoly appears to be the rule, and not the exception, 
at least in the case of carriers regulated by the Federal Government. Thus the 
railroads, interstate buses, and interstate truck companies regulated by the In- 
terstate Commerce Commission are competitive. Domestic and international air- 
lines regulated by the Civil Aeronautics Board are competitive. Natural gas 
pipelines regulated by the Federal Power Commission are competitive.” (Cited 
on p. 16, Selly’s statement.) 

6. “153. In addition to the ability of the two carriers which have competed 
most directly to improve their relative position, the industry as a whole has 
shown an ability to increase the volume of traffic handled, the revenues derived 
therefrom, and the net profit realized. In addition, without raising outside 
eapital to any significant extent, it has expanded and modernized its plant (see 
tables K-P) and introduced or expanded the number and type of services pro- 
vided.” (Cited on p. 17, Selly’s statement. ) 

7. “154. In view of all of the foregoing, we cannot find that competition in 
this industry so enhances the risks thereof as to make it not feasible or proper 
to fix a rate of return for RCAC in relation to the Bell System or other regu- 
lated public utilities. It is also clear from the foregoing that competition, per 
se, has not had adverse effects upon the industry and is not an evil requiring 
special compensation by means of an inflated rate of return.” (Cited on p. 17, 
Selly’s statement.) 

8. “159. It is clear that both the international telegraph industry and RCAC 
enjoyed a much greater relative increase in profits in this period than did United 
States corporate business as a whole. It must be remembered that, as the wit- 
nesses have testified, this has been a period of inflation, and prices have risen 
along with costs in industry generally. In the international telegraph field the 
costs have been subjected to the same pressures and increases as in industry 
generally, but per word or unit-selling prices on traffic out of the United States 
have not been increased in this period. This also has been a period of the rise 
of nationalism in many areas of the world, and all of the above-mentioned factors 
listed by the witnesses should have affected the earnings of the carriers ad- 
versely. Yet despite all of this, the earnings of the industry have increased 42 
percent after taxes, as against a decrease of 9.1 percent for United States 
corporate profits, generally. RCAC, our ‘bellwether’ carrier, has an even more 
enviable record, with increases in earnings after taxes of 100 percent.” (Cited 
on p. 17, Selly’s statement. ) 

9. “160. In view of the foregoing, it does not appear to us that the record sup- 
ports a finding that the risks facing the carriers herein are much greater than 
those facing United States business, generally. Indeed, on the basis of the 
changes in profits over the past 7 years, the opposite finding would seem to be 
required.” (Cited on p. 17, Selly’s statement.) 
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A COMPARISON 


TELEGRAPH OFFICES in U.S.A. 


Dec. 31, 1943 and Dec. 31, 1958 






Cities and Towns Having 
Western Union Offices 





Offices Operated 
jointly With Railroads 


15,279 oor 
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STATEMENT OF JOSEPH P. SELLY, PRESIDENT, AMERICAN COMMUNICATIONS 
ASSOCIATION 


The American Communications Association is strongly opposed to S. 4231 or 
any other legislation that would remove the long-standing statutory prohibitions 
against mergers and thereby permit the establishment of a monopoly in the inter- 
national radio and cable communications industry. 

We are convinced that such a monopoly would be harmful to the interests of 
the employees in the industry, the business community, the national defense and 
the public at large. It is our firm belief that only by continuance of the policy 
of competition in this industry can the public interest be safeguarded. 

The American Communications Association is a labor union which represents 
for collective bargaining, among other communications employees, the employees 
of Western Union Cables and RCA Communications. The union holds contracts 
with these two corporations covering wages, hours, conditions of employment, 
pension and welfare and other benefits, and has held such contracts continuously 
for the past 16 and 21 years, respectively. 

In proposing that the Senate committee reject the request of the employers 
for enactment of permissive merger legislation, the union urges that as part of 
the general public interest, the interest of the workers in the industry should be 
given especially serious consideration. The workers in this industry have in- 
vested a lifetime of labor and devotion. A recent study showed that in RCAC 
61 percent of the workers have ten or more years of service, and 17 percent have 
20 or more years. In Western Union Cables 64 percent have 10 or more years, 
and 36 percent have 20 or more years of service. 


INTERNATIONAL TELEGRAPH—A VITAL SERVICE 


The international radio and cable communications industry has aptly been 
called the “vital nerve system” of our relations with countries throughout the 
world. As such it is essential to our economy, culture, diplomacy and defense. 
In the important field of foreign trade it is an indispensable and irreplaceable 
national resource. It performs an important function for commerce and for 
safety of life and property at sea by providing rapid ship to shore communica- 
tion. It is, as the Defense Department has repeatedly emphasized, a vital com- 
ponent of the national defense establishment. 

International telegraph, airmail and telephone are the components of our total 
system of communications with foreign countries. But international telegraph, 
like the other media, has special and unique characteristics. It is more reliable 
and speedier than airmail; and contrasted to telephone it provides a permanent 
written record, and is cheaper. 

The industry employs over 5,000 workers in the continental United States and 
a like number abroad. 

It is an industry heavily endowed with the public interest. 


OPPOSITION TO A MONOPOLY IN INTERNATIONAL TELEGRAPH HAS BEEN A CONSISTENT 
CONGRESSIONAL POLICY 


The traditional American policy against monopoly, implemented by legisla- 
tion such as the Sherman and Clayton Antitrust Acts, has, of course, always 
affected any consideration of creating a monopoly in international communica- 
tions. But over and above such general antimonopoly policy considerations, 
Congress has taken special steps to prevent monopolistic practices and inroads 
in this industry because it is so vital to the national interest. 

When it enacted section 17 of the Radio Act of 1927 and section 314 of the 
Communications Act of 1934, Congress underlined its desire to guarantee con- 
tinuance of competition between cable and radio companies by prohibiting the 
ownership or control of radio companies by cable companies, and vice versa. 
Congress further emphasized its concern by including in the Communications 
Act of 1934, in section 313, a specific clause making all antitrust laws applicable 
to interstate or foreign radio communications. , 

From the time of the creation of the radio industry during the First World 
War until the present day the advisability of permitting the creation of a 
monopoly in international telegraph has been the subject of numerous investiga- 
tions and studies, including the most recent year-long examination conducted by 
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the President’s Communications Policy Board in 1950-51. All these studies re- 
jected the urgent representations of the carriers for merger and recommended 
a continuation of competition. 

Congressional and governmental policy in favor of competition in international 
telegraph has proven valid. 


CMPETITION HAS CURBED RATES, IMPROVED SERVICE AND SPURRED TECHNOLOGICAL 
DEVELOPMENT 


A study of the history of the industry shows that vigorous competition has 
acted to curb and restrain rates, to improve and extend service, and to stimulate 
technological development. How beneficial competition has been to the public 
is most sharply illustrated in dollar and cents terms when one examines the 
remarkable stability of rates for radio and cable communications in the post- 
war period compared with the general rise in prices throughout the economy, 
and with the general rise in rates in the two monopoly areas of the communica- 
tions industry, landline telegraph and telephone. In this period of rising costs 
and of rising demand for the service, competition has acted effectively to curb 
the rates. The following comparison of international radio and cable telegraph 
rates between New York and representative overseas points in 1943 and 1958, 
tells a dramatic story: 
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In this industry, since rates are regulated and substantially uniform, the com- 
petition for business takes place primarily in the area of providing better—that 
is, more accurate and speedier—service, and in providing new services. 

Types of business that rely on international telegraph are those concerned 
with foreign trade or the services related thereto, such as banks, dealers in se- 
curities, steamship companies and agents, commodity and produce brokers, im- 
porting and exporting firms, airlines, oil companies, magazines and news serv- 
ices, manufacturers, and so on. The handling of bids, charters, stock and price 
quotations, orders, cancellations and other intelligence require a very responsive 
and reliable communications network. Speed and accuracy of service are a para- 
mount need. 

These types of business, in response to a survey conducted by the President’s 
Communications Policy Board in 1950-51, indicated that their ability to switch 
from one to another of the competing carriers had been decisive in obtaining 
improved service. 

More recently, in connection with the merger legislation proposals now before 
it, this committee received numerous communications from business firms indi- 
cating support of continued competition for the same reasons. 

That competition in this industry has resulted in improved services, as well 
as other benefits, has likewise been attested by the Federal Communications 
Commission, which said: 

“Competition between direct radiotelegraph circuits has been an important 
factor in inducing the carriers to improve their plant facilities and services, to 
introduce new services, and to institute rate reduction for service to the public. 
Thus, competition in direct radiotelegraph circuits generally has resulted in 
public benefit” (p. 20, FCC decision in docket No. 8777, June 30, 1955). 

While the FCC was here dealing with a case involving competing radiotele- 


graph circuits, in a 1958 decision thhe Commission concluded that these findings 
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of significant benefits of competition to the public were equally applicable to 
the international telegraph industry as a whole (FCC docket No. 11953, p. 591, 
par. 153). 

Under the pressures of competing for business by providing improved and new 
services at reasonable rates, both radio and cable carriers have been compelled 
to devote considerable resources to research and technological development. 
The history of this industry is one of revolutionary changes in virtually every 
aspect of the transmission and reception of intelligence by both media. 

The phenomenal achievements since World War II have resulted in impres- 
sive improvements in reliability, flexibility, security, speed and accuracy of com- 
munications, greatly increased capacity and more efficient utilization of fre- 
quencies, and have provided vital new services. 

Commenting on the effect of competition as a spur to technological develop- 
ment, the FCC said: 

“* * * the existence of competition between RCAC and Mackay was an im- 
portant factor in inducing each to make such plant improvements. These im- 
provements, of course, result in public benefit by enabling the carriers to pro- 
vide new services, to improve and expand existing service, and to reduce costs 
so as to provide a basis for rate reductions” (FSS docket No. 87777, p. 16). 

A survey of recent technological developments, prepared by the technicians in 
our industry and entitled “Competition Between the International Cable and 
Radiotelegraph Carriers Has Been the Major Spur to Technological Develop- 
ment,” is submitted as an appendix to this statement (see appendix A). 


THE GAPS BETWEEN PROMISE AND PERFORMANCE 


Two of the three major companies now advocating international telegraph 
merger (I.T. & T. and Western Union) were involved in the domestic telegraph 
merger. The same regulatory agency, the Federal Communications Commission, 
was also involved. Then, as now, in urging merger the carriers and the FCC 
promised expansion of facilities, greater coverage and availability of service, 
and reduced rates as public interest benefits of merger. 

In exploring the predictable effects of the creation of an international tele- 
graph monopoly, the committee must consider the wide gap between promise and 
performance in connection with the domestic telegraph monopoly. 

In its application to the Federal Communications Commission for approval of 
the domestic merger plan, Western Union elaborated its pledges of- expanded 
service to the public in the following categoric terms: 

“The importance of broadening the scope of telegraphic communications serv- 
ice, especially to the smaller communities, is not being overlooked in postwar 
planning. The establishment of suitable representation in the Nation’s smaller 
towns and villages on a basis which will insure good service at a reasonable 
cost is a problem and responsibility which is ever with us’ (item VI, see. 1, 
Western Union application to the FCC, April 30, 1948). 

And further: 

Merger will enable Western Union “to serve many localities in addition to the 
present number” (item VI, sec. 4). 

In approving the Western Union-Postal Telegraph merger plan, the FCC also 
adopted the rosy view. The Commission declared : 

“The financial position of the merged company will be stronger than that of 
the merging companies and the merged company will therefore better be able 
to take the steps necessary to provide improved service at reduced cost to the 
public.” 

The Senate Committee on Interstate and Foreign Commerce, acting on such 
considerations, among others, approved merger legislation, “so that more ade 
quate service may be rendered areas and communities which do not presently 
enjoy such service.” 

Those were the promises, but this was the actual performance: 

The application for merger approved by the FCC on September 27, 1943, 
projected (1) an initial elimination of 1,345 “duplicating” main and branch tele- 
graph offices “in 2 years” and (2) subsequent expansion of service and other 
improvements. 


By December 31, 1943, only 3 months after merger, the monopoly not only 
eliminated its 2-year quota of 1,345 “duplicate” main and branch offices, but 
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shut down 662 more. In addition, offices jointly operated with other companies 
(railroad and telephone companies), and offices operated by agents were reduced 
by 4,033 in the same 3-month period. 

Instead of the projected expansion of telegraph service to new communities, 
each of the following 15 years has seen the elimination of additional hundreds 
of telegraph offices. The latest figures available at the FCC show that by 
December 31, 1958, 656 fewer cities and towns had Western Union offices than 
on December 31, 1943. In the same period the domestic telegraph monopoly 
had also eliminated 792 branch offices in the larger cities, and 10,215 offices in 
outlying areas jointly operated with railroads or by agents (see accompanying 
chart). 

Whereas Western Union had spoken in terms of expansion of service following 
an initial elimination of “duplicate” facilities, the net result has been that not 
a single State in the Union has as many offices operated by the domestic tele- 
graph monopoly today as were operated by Western Union alone prior to merger 
with Postal Telegraph. 

The disparity between the promise of “improvements in the rate structure” 
and the actual performance is equally appalling. 

Under conditions of competition there had been no general telegraph rate in- 
crease in the domestic telegraph industry for the 24 years prior to 1943, the 
year of the merger. The following table covering the period 1943 to 1958 graphi- 
cally illustrates the sharp increase in domestic telegraph rates under monopoly 
conditions : 


A comparison of typical domestic telegraph rates (in 1943, before merger, and 
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THOUSANDS OF JOBS LOST AS RESULT OF DOMESTIC TELEGRAPH MERGER 


Labor’s experience with the domestic merger was equally bitter. Along with 
the increasing cost to the public and the reduction of telegraph facilities avail- 
able to the general public, there has been a steady decline in employment in the 
domestic telegraph industry to the extent that thousands upon thousands of 
skilled telegraph workers have been thrown into the streets and have been lost 
to the telegraph manpower pool in the United States. 

In December 1942, 9 months prior to merger, there were 64,870 jobs in the 
telegraph industry. In December 1958, there were 35,388 jobs in the industry. 
Under monopoly conditions, 29,500 jobs, more than 45 percent of the total labor 
force, was lost. 


AMERICAN BUSINESS OPPOSES MONOPOLY IN INTERNATIONAL TELEGRAPH 
COMMUNICATIONS 


Testifying in an earlier investigation of merger, an organization called the 
International Communications Committee representing 121 large American cor- 
porations, including 30 banks, 43 stock and commodity exchange houses and 48 
importers and manufacturing importers, said the following: 

“No monopoly should be fostered by the Government in the international fields 
and the present systems of privately owned and operated companies should be 
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continued, having been the means of giving American users of cables, radio, and 
telephone the finest and speediest service to be found anywhere in the world. 
The competition between the companies has brought about practically all the 
existing time-saving devices * * * A monopoly of the international facilities 
would impair the rapidity and smoothness of the present services and bring 
slower and more expensive accommodations.” 

In 1951 the President’s Communications Policy Board engaged the engineering 
firm of Ford, Bacon & Davis to make a survey of customers’ attitudes on the 
question of merger. The President’s Communications Policy Board in its report 
summarized this survey as follows: 

“* * * All but one of the customers opposed the suggestion in principle as 
being detrimental to the type of service they might expect to receive * * * In 
substantiation of their views, many cited their experience with foreign carriers, 
most of which are monopolies. These experiences indicated to them that, with- 
out competition, carriers were very indifferent to customers’ reactions. Inquiries 
regarding confirmation of messages originating abroad often were unanswered 
for several days or disregarded entirely. This condition appeared to be so 
common as to convince them that it was a definite result of a monopolistic posi- 
tion. Also, while a number of the largest users of domestic telegraph services 
said that they had not noted any reduction in the quality of domestic service after 
the Western Union Telegraph and Postal Telegraph merger, another and even 
larger group stated that they had observed a definite deterioration in the quality 
of service since that merger * * *” (CPBreport, p. 167.) 

As to current business reaction, to our knowledge more than 60 firms and trade 
associations have, in the past few months, protested against the proposed merger 
legislation in letters to the Senate. These firms included importers, exporters, 
ship chartering agents, commission merchants, food processing companies, 
shippers, etc. 

These firms and trade associations restated the continuing concern of business 
over the years that a monopoly in international communications would do great 
harm to the conduct of foreign trade through a deterioration of service. Many 
protested that an inevitable rise in rates creating a serious burden in increased 
business overhead would follow a merger. Others were bitter about their ex- 
perience with the monopoly that resulted in the domestic telegraph industry 
as a result of the merger of Postal Telegraph and Western Union. 

These users, where they express opinions on this matter, are unanimous in 
their judgment that the domestic telegraph merger resulted in a deterioration 
of service and a very rapid rise in costs to the consumer. Some of the firms con- 
trasted this performance with that in international communications where rates 
have not increased and quality of service, facilities, and coverage has improved. 

The communications to which we have referred are on file with this com- 
mittee. 


ORGANIZED LABOR IS OPPOSED TO A MONOPOLY IN INTERNATIONAL TELEGRAPH 


Organized labor has always opposed the creation and growth of monopoly in 
this country in the conviction that monopoly tends to curtail production, to in- 
hibit technological development, to degrade the quality and variety of goods and 
services, to raise prices and to limit employment. Under monopoly conditions 
labor and the public interest are jeopardized. 

The basis of labor’s opposition to any extension of monopoly was perhaps most 
oa stated by Franklin Delano Roosevelt in his message to Congress April 

, 1938: 

“The first truth is that the liberty of a democracy is not safe if the people 
tolerate the growth of private power to a point where it becomes stronger than 
their democratic state itself * * 

“This concentration [of private ail is seriously impairing the economic 
effectiveness of private enterprise as a way of providing employment for labor 
and capital and as a way of assuring a more equitable distribution of income and 
earnings among the people of the Nation as a whole. 

“Private enterprise is ceasing to be free enterprise and is becoming a cluster 
of private collectivisms ; masking itself as a system of free enterprise after the 
American model, it is in fact becoming a concealed cartel system after the 
European model.” 
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Labor’s entire experience confirms the validity of the thumbnail description 
of monopoly by the Temporary National Economic Committee, which said: 

“A more nearly perfect mechanism for making the poor poorer and the rich 
richer could scarcely be devised.” 

Organized labor now, as in the past, has responded vigorously in opposition 
to the proposals now before this committee to permit merger of the international 
telegraph carriers and thereby create a monopoly in this vital industry. 

An editorial in the national organ of the Amalgamated Meat Cutters and 
Butcher Workmen of North America, AFL-CIO, the “Butcher Workman,” en- 
titled “Monopoly Monstrosity,” says in part: 

“Inch by inch, large corporations in the communications field have been mov- 
ing toward monopoly. Such a monopoly, if consummated, would be harmful to 
the national defense. It would retard the development of the national com- 
munications industry, and it would no doubt result in increased rates and poorer 
service to the business community. We have reason to feel that it would do 
grave injury to the workers in the communications industry. Monopoly is a 
monstrosity that generally should be opposed by all liberal thinking people in 
this Nation * * *, The whole idea is repugnant to the democratic free enter- 
prise system of our great Nation, and should be thrown into the garbage can.” 

Similar expressions in opposition to legislation that would permit interna- 
tional telegraph merger have been communicated to this committee by national 
unions representing approximately 1 million workers throughout the United 
States. Among these unions are: the United Hatters, Cap & Millinery Workers’ 
International Union, AFL-CIO; the American Flint Glass Workers’ Union, AFL-— 
CIO; the International Union of Mine, Mill & Smelter Workers; the Interna- 
tional Woodworkers of America, AFL-CIO; the United Electrical, Radio & 
Machine Workers; the Airline Dispatchers’ Association, AFL-CIO; the Wood, 
Wire & Metal Lathers’ International Union, AFL-CIO; the International Long- 
shoremen’s & Warehousemen’s Union; the Stove Mounters’ International Union 
of North America, AFL-CIO; the Insurance Agents’ International Union, AFL-— 


CIO. In addition, local and regional labor bodies have expressed their opposi- 
tion. 


A MONOPOLY IN INTERNATIONAL TELEGRAPH WOULD BE HARMFUL TO LABOR AND 
DEPRIVE THE NATION OF SKILLS VITAL TO THE PUBLIC INTEREST 


The carriers have candidly stated that the major saving to be accomplished 
through merger would require wholesale dismissal of highly trained, skilled 
employees with many years of service in the industry. A statement submitted 
to the FCC by Western Union reads, in part, as follows: 

“A merger of Western Union Cables, RCA, and the A.C. & R. group of com- 
panies would of course reduce the number of employees required to operate the 
facil'ties. 

“The prospective reduction in personnel would be the largest single factor of 
operating savings to be realized by a merged company. The elemination of the 
least efficient duplicating plant and equipment and elimination of branch 
offices would permit savings in maintenance requirements, rentals, power, oper- 
ating expenses and the like, but inasmuch as 60 percent of the industry’s total 
operating expenses consist of salaries and wages, obviously the treatment of 
the personnel problem created by the merger will materially affect the cost 
savings.” (FCC docket No. 10151, Western Union exhibit 62, p. 6.) 

“Of the 1,900 estimated excess employees, 1,250 are engaged in activities 
within the United States and 650 outside of the United States.” (P. 32, Western 
Union exhibit 62.) 

We have already. noted the disastrous long-range effect of the domestic tele- 
graph merger on jobs and employment opportunities in that industry. Members 
of our union suffered the bitter consequences of that merger. What the sta- 
tistics do not show, dramatic as they are, is the chaotic conditions that ensued 
in that industry as far as labor was concerned, the endless disputes and dis- 
locations and the disruption that that merger brought into the lives of thousands 
of workers with lifetimes of service in the industry. The domestic merger in- 
volved two operating companies. We could expect the repercussions of merger 


in international telegraph, with three major carriers and five minor ones, to be 
even graver and more complex. 
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The sharp reduction in skilled manpower planned by the carriers would also 
have an adverse effect on national defense. 

In a statement submitted to the CPB, the Defense Department, under the head- 
ing “The Commercial Communications Networks as a Source of Trained Per- 
sonnel for Military Service,” said: 

“Modern communications facilities while extremely efficient require a com- 
paratively long leadtime in the training of operator and maintenance personnel. 
Hence in the critical period between the outbreak of hostilities and the time 
when military training programs can meet overall demands, the commercial 
systems of the Un:ted States represent an important source of additional trained 
communications personnel for military service.” 

Legislation which would permit the establishment of a monopoly in interna- 
tional telegraph violates the interests of business users, the general public, 
labor, and the national defense. 

The dangers inherent in monopoly itself are so pervasive as to make any 
language professing to “protect” one or another of these interests, including 
labor, only palliative and not genuinely protective. 

Even if this bill were to contain absolute guarantees for full security of 
employment in comparable jobs for every employee currently on the payrolls, 
guarantees prohibiting the uprooting of families through involuntary job trans- 
fers, guarantees against involuntary retirements, guarantees providing absolute 
protection of existing wages, hours, and working conditions through compulsory 
recognition of existing collective bargaining agreements—all of which a monop- 
oly could well afford—it would still represent only an amelioration of the injury 
to labor and would leave unresolved all of the inherent dangers of monopoly 
to labor and to the public interest. 

No matter how fair and equitable the framers of merger legislation would 
desire to be in protecting the livelihood and security of the workers in the 
industry, they cannot substitute for labor union contracts developed through 
years of collective bargaining and setting forth innumerable and complex 
provisions affecting every aspect of the relations between worker and worker 
as well as the relations between worker and employer. 

In the RCA Communications and Western Union Cable contracts, for exam- 
ple, there are 35 to 40 separate and distinct sections, each dealing with a vital 
question of rights or benefits (including seniority rights, pension, health and 
welfare benefits; nondiscrimination; definition of employees as regular, extra, 
part time; shop and grievance committee rights; methods for filling job vacan- 
cies ; promotion rights; illness benefits, etc., etc.) 

Each of the union contracts contains precise, but different language regarding 
each of these vital provisions. Many have been the subject of arbitration pro- 
ceedings to determine their meaning. All were evolved over a period of several 
decades as a result of negotiations, mediations, arbitration, and strikes. To all 
of these provisions must be added literally hundreds of other agreements, oral 
and written, affecting working conditions—and, again, differing in each of the 
companies. Passage of this bill would give the employers an opportunity to 
wipe out these gains, the fruit of 20 years of collective bargaining and the 
basis of labor security and stability in the industry. 

In any case, the reconciliation of the differences in contracts to which we 
have just referred would pose extremely difficult problems; in the interim 
period between a merger and the determination of a collective bargaining 
agent for all the workers only chaos could ensue—with the employers benefiting 
and the workers suffering the penalties. 

This chaotic condition would be worsened by displacement and redundancy 
that would result from the abandonment of: facilities, offices, and services 
planned by the carriers when they achieve a monopoly. What is now a growth 
industry expanding on many fronts would suddenly become a contracting indus- 
try with all that entails for those who work in it. 

A merger, whether Congress willed it or not, would give the monopoly em- 
ployer an unfair advantage over the workers. While strengthening the power 
of the employer by permitting a unification of his resources, merger would 
weaken the hand of the workers by splitting them into rival factional groups 
within the monopoly company. While our union currently represents the ma- 
jority of the workers who would be involved in a merger and could therefore 
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reasonably expert to emerge as the collective bargaining agent of all the workers 
in a merged company, nevertheless, in the resulting protracted struggle to deter- 
mine the bargaining agent and the struggle of the union to establish a new con- 
tract the employers would profit at the expense of the workers. 

Monopoly tends to depress earnings and worsen conditions of employment. It 
is a fact that there are higher average earnings, shorter hours of employment 
and better conditions of employment in this competitive industry than in the 
monopolized telephone and domestic telegraph industries. 

In contrast to the financial bonanza which a merger represents for the em- 
ployers, to the workers it represents an ominous threat of loss of jobs, job 
insecurity, and loss of many precious rights achieved through years of sacrifice 
and struggle. 


THE CURRENT HEARING 


At the hearings before the Senate Interstate and Foreign Commerce Com- 
mittee held on March 20, 1959, Chairman Doerfer of the FCC undertook to justify 
the proposals of the international telegraph companies for a merger to create a 
monopoly in the international record communications field. The only other 
testimony favoring merger was from the Defense Department which relied for 
its position on the testimony of the Federal Communications Commission. 

The State Department, speaking in the area of its primary responsibility, 
indicated its belief that the proposed merger ‘‘would compromise certain United 
States foreign economic policy objectives because it is a departure from the 
traditional American opposition to monopoly.” On the oter hand, the Depart- 
ment stated that it “would not object to the enactment of this legislation pro- 
viding other competent agencies do not oppose it.” These agencies, it said, were 
the FCC and the Department of Justice. 

The Department of Justice has presented a statement unequivocally opposing 
the proposed legislation. 

We are therefore confronted with a situation where the FCC and the Depart- 
ment of Justice, the two agencies primarily concerned with this problem, take 
diametrically opposed positions in regard to the proposed legislation. 

Since Chairman Doerfer has thus far been the main Government proponent of 
permissive merger legislation, we will address ourselves to his arguments. 


FCC TESTIMONY 


In introducing his testimony, Mr. Doerfer stated that ‘‘The Commission studies 
indicate to it that at present the industry is operating effectively and efficiently ; 
that on the average over the past decade, its earnings experience and service 
provided compare favorably with that of communications monopolies subject 
to the Commission’s jurisdiction.” 

Mr. Doerfer summarized his preliminary statements as follows: 

“All of the foregoing considerations would tend to support the conclusion 
reached in 1950 that if present conditions and circumstances could be expected 
to continue for the foreseeable future, there would be no compelling reasons for 
legislation which would permit the merger of international telegraph carriers.” 

The Commissioner then asserted: “but there are certain major events which 
have taken place in recent years which have convinced the Commission that 
the relatively favorable position of the international telegraph industry can not 
continue much longer. Accordingly, the Commission believes that the con- 
clusions it reached in 1950 are no longer valid.’”’ There follow six developments 
upon which the Commission relies for changing its prior position of opposition 
to merger to its current position advocating merger. 

It will be instructive to examine and compare the Commission’s arguments 
before this committee with the Commission’s own findings in a recent adjudica- 
tory proceeding (FCC Docket No. 11953) which we will refer to as The Rate 
Case. On July 23, 1958, the Commission handed down a decision in this rate 
case in which the international telegraph carriers asked for substantial in- 
creases in their rates and cited as justification for those increases the identical 
arguments which the FCC now employs in attempting to justify merger. 

After 20 months of an adjudicatory proceeding which involved the taking 
of testimony, the study of exhibits, cross-examination of witnesses, findings of 
fact, et cetra, the FCC, in its decision and order in the rate case, rejected these 
arguments as unsupported by fact and invalid. 
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Now, 9 months later, the FCC comes before this Senate committee and adopts 
as its own these same unsupported and invalid arguments in an effort to secure 
legislation which would exempt these carriers from the prohibitions of the 
Sherman Anti-Trust Act. 

Let us examine each of the arguments set forth by the FCC in its testimony 
before this committee and compare it with the FCC’s decision in rejecting these 
contentions when they were offered by the companies a short time before. 


ARGUMENT NO. 1 


Commissioner Doerfer states that despite a decade of favorable revenues and 
earnings, “the prosperity of the carriers rests on an unstable and uncertain 
foundation” because of the increased importance of nonmessage telegraph serv- 
ices. 

But 9 months ago in the rate case the Commission answered that argument by 
outlining in detail that a “rapid expansion in the carriers’ revenues has taken 
place in recent years.” 

The Commission went on to say: 

“Analysis of this growth shows that this has been due to several factors 
* * * since 1950 revenues from the handling of message traffic have increased 
considerably, so that by 1957 they were $61,305,000 as against_ $43,547,000 in 
1950, an increase of 40.8 percent. In the same period, however, the carriers have 
introduced or expanded other services, particularly in the direct customer-to- 
customer service field.” (See app. B, par. 1.) 

In addition, figures presented by the FCC for the year 1958 showed a con- 
tinued improvement in both message service and nonmessage service revenues. 

Obviously, then, the phenomenal growth of the nonmessage services has not 
been at the expense of the message service. Both have risen substantially and 
concurrently. As to Mr. Doerfer’s current contention that this growth in non- 
message service revenues is an unstabilizing economic factor because in the 
event of a recession revenues from nonmessage services are likely to be lost 
more quickly than revenues from message services, the opposite is the truth. 
The nonmessage services are utilized primarily by the largest telegraph users 
whose traffic requirements are much less susceptible to variation than the occa- 
sional user of message services. Furthermore, an analysis of the operating 
results of the companies will show that the nonmessage services are even more 
profitable than the message services, so that an increase in that area will 
strengthen the carriers’ economic position. To take a healthy rise in the basic 
business and add to it a sensational rise in a new phase of the business, and to 
try to interpret this, as Commissioner Doerfer does, as a picture of distress or 
vulnerability is to turn the facts upside down. 


ARGUMENT NO, 2 


Commissioner Doerfer argued before this committee that the cost of providing 
the new nonmessage customer-to-customer services in the radio field has become 
prohibitive. He stated: “While it was true for a long time that in the radio field 
it was possible to enter and provide service with a relatively small investment, 
the situation has now changed.” 

But in the rate case the Commission found exactly the opposite : 

“* * * ot least in the radio field, large investments in plant are not required, 
and that in this respect the carriers differ from so-called natural or economic 
monopolies. It also found that competition in direct radiotelegraph circuits was 
an important factor in the investments made to enlarge and improve plant, in 
the introduction of modern equipment and traffic-handling techniques, in the 
introduction of new services, and in the reduction in rates after World War II.” 
(See app. B, par. 2.) 

ARGUMENT NO. 3 


Before this committee, Commissioner Doerfer argued that an additional reason 
why the companies would face economic difficulties in the future was because 
there was “a growing reluctance of the major foreign countries to undertake the 
expense necessary to provide and operate duplicating channels for nonmessage 
telegraph services, especially leased circuit and international teletypewriter 
exchange services, with competing U.S. carriers.” 
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In support of this contention, Commissioner Doerfer referred to conversations 
at a receiit ii:ternational telecommunications conference with anonymous foreign 
delegates. This is hardly a substitute for evidence, especially when the facts 
currently available directly contradict these forecasts. Both Mackay Radio and 
RCA communications, which are the two companies competing for customer-to- 
customer teletypewriter and leased circuit service accounts, have issued recent 
promotional material advertising the constant growth in their telex or tex 
services. RCAC’s brochure states “tex service is available to 34 countries and 
is still being extended.” Mackay states that its service is available to 23 coun- 
tries which “include 7 important areas added since the first of the year.” A 
comparison of the countries served indicates that 19 countries “provide and 
operate duplicating channels for nonmessage telegraph services * * * with com- 
peting U.S. carriers.” Finally, the figures cited in the rate case show the 
“phenomenal growth of nonmessage services.” 

Thus, instead of the “growing reluctance of major foreign carriers” to install 
the equipment necessary for these new services, as claimed by Commissioner 
Doerfer, we have a growing list of foreign carriers installing such equipment. 


ARGUMENT NO. 4 


Before this committee, Commissioner Doerfer argued that the companies could 
not finance the necessary technological developments in the future unless they 
were permitted to merge, because such developments would require “expensive 
new radio transmission techniques and associated equipment for the most efli- 
cient utilization of the radio spectrum * * * and to expand existing radio serv- 
ices and provide various new services.” 

But in the rate case the FCC found that the rate of investment in new plant 
and equipment by these carriers had been 28 percent between 1950 and 1957; 
that this new plant and equipment had enabled the carriers to provide new sery- 
ices, including customer-to-customer services, and, finally, that this plant expan- 
sion had been financed out of current income without any borrowing. (See app. 
B, par. 3.) 

In appendix A, attached to this statement, there appears a detailed examina- 
tion of the phenomenal improvements in plant capacity and techniques which 
have made possible the expansion of existing services and the installation of new 
customer-to-customer services by both radio and cable companies. These tech- 
nological developments have greatly increased the speed, accuracy, reliability and 
security of international communications and have made it possible to tre 
mendously increase capacity while conserving the spectrum. The radio-tele- 
graph companies now utilize one-sixteenth of the width of the spectrum for 
each channel as compared with 1951; or, putting it another way, by use of the 
new techniques it is now possible to establish 16 channels of communication in a 
narrower band-width than was formerly required for 1 channel. 


ARGUMENTS NOS. 5 AND 6 


Commissioner Doerfer argued before this committee that the ability of the 
companies to continue to compete with each other in the future was jeopardized 
by the threat of competition from “high capacity transoceanic telephone cables” 
and “overnight airmail service.” 

But in the rate case the Commission effectively disposed of these arguments. 
In respect to the alleged threat of airmail the Commission said, “We recognize 
that with the advent of jet aircraft in commercial service, transoceanic airmail 
will be speeded still further. However, it does not appear to us that overnight 
airmail service between the United States and most overseas points will be so 
regular and reliable in the near future as to seriously endanger the revenues now 
realized by the carriers from the handling of letter traffic.”” (See app. B, par. 4.) 

And dealing with the alleged threat of competition from the coaxial cables the 
Commission pointed out that in the period since the laying of the transoceanic 
high capacity telephone cable “* * * RCA enjoyed the greatest relative expan- 
sion of revenues and earnings and was able to finance a tremendous expansion in 
plant.” See app. B, par. 4.) 

Commissioner Doerfer also argued before this committee that the existence of 
the A.T. & T. coaxial cable is a potential threat to the international telegraph 
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carriers because each voice channel can be split up into 20 or more telegraph 
channels. He then concluded that, ‘‘“Merger now should enable the consolidated 
telegraph carrier to supply itself with equivalent facilities to work out some 
system of sharing in existing high capacity cables * * *.” 

But it is not necessary to create a merger in order to permit the record car- 
riers to share in the high capacity cables. Just as the competing telegraph car- 
riers now share in the use of the domestic coaxial cable facilities of A.T. & T., 
they should be permitted to share in the use of the submarine coaxial facilities, 
As a matter of fact, pursuant to the consent decree entered into between A.T. & T. 
and the Department of Justice in 1956 it would appear that A.T. & T. is legally 
required to lease available coaxial cable facilities to the common carriers with- 
out discrimination. 

Since Commissioner Doerfer’s testimony the entire question of the alleged 
threat of the coaxial cables to the record communications companies appears 
to have become moot. In a letter dated April 8, 1959, to the FCC from the chief 
engineer of A.T. & T. the telephone company requested authorization for the 
leasing of radio relay facilities connected to its coaxial cable to the interna- 
tional telegraph carriers to provide channels “for use by such carriers in pro- 
viding common carrier telegraph or other nonvoice communication service.” 

Whether this occurred in recognition of its obligation under the consent de- 
cree, or otherwise, it is clear that A.T. & T. is now prepared to share available 
channels on its coaxial cable by leasing such channels to the international tele- 
graph carriers. These leases would not only resolve the problem of sharing, but 
eliminate the necessity for considering the question of the capability of each 
earrier to build its own <ables. 

It must be noted that even when these coaxial cable channels are made avail- 
able to the international telegraph carriers by A.T. & T., it will still be necessary 
for the FCC to protect the record telegraph carriers from the economic power of 
the mighty telephone monopoly. A.T. & T. counts its revenues and resources 
in billions, whereas all the telegraph carriers combined count theirs in millions. 
Hither in competition with each other, or as a monopoly, it is not reasonable to 
assume that they could prosper if A.T, & T. were permitted to compete directly 
with them in the record communication field. The FCC must exercise its regu- 
latory power in the public interest to prevent the telephone monopoly from fur- 
ther incursion in to the international record communications field. 

A further example of the startling contradiction between Commissioner Doer- 
fer’s testimony before this committee and the findings of his Commission in the 
rate case was provided when Commissioner Doerfer, responding to questions by 
Senator Monroney, complained that there was an inherent contradiction between 
competition and regulation. He said: “It is an anomaly to try to regulate the 
prices and services of competitors.” 

Senator Monroney pointed out, however, that such regulation of competing 
companies by Government Commissions was quite common. He cited examples 
of the Interstate Commerce Commission, the Civil Aeronautics Board, the Fed- 
eral Power Commission and others. Complete confirmation of Senator Mon- 
roney’s position is found in the FCC rate case, where, in meeting the argument 
made by the companies that the international telegraph industry was unique 
because it was competitive, the Commission itself said: 

“We cannot agree that the international telegraph industry is unique among 
regulated utilities or carriers because it is competitive. Competition rather than 
monopoly appears to be the rule, and not the exception, at least in the case of 
carriers regulated by the Federal Government. Thus the railroads, interstate 
buses, and interstate truck companies regulated by the Interstate Commerce 
Commission are competitive. Domestic and international airlines regulated by 
the Civil Aeronautics Board are competitive. Natural gas pipelines regulated 
by the Federal Power Commission are competitive.” (See app. B, par. 5.) 

In July 1958, after 20 months of hearings on the basis of documented testimony, 
the FCC reached the following conclusions as to the economic status of this 
industry: 

“* * * the industry as a whole has shown an ability to increase the volume 
of traffic handled, the revenues derived therefrom, and the net profit realized. 
In addition, without raising outside capital to any significant extent, it has ex- 
panded and modernized its plant and introduced or expanded the number and 
type of services provided. (See app. B, par. 6.) 
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“In view of all of the foregoing, we cannot find that competition in this 
industry so enhances the risks thereof as to make it not feasible or proper to fix 
a rate of return for RCAC in relation to the Bell System or other regulated public 
utilities. It is also clear from the foregoing that competition, per se, has not had 
adverse effects upon the industry and is not an evil requiring special com- 
pensation by means of an inflated rate of return * * *. (See app. B, par. 7.) 

“It is clear that both the international telegraph industry and RCAC enjoyed 
a much greater relative increase in profits in this period [1950-57] than did 
United States corporate business as a whole * * * the earnings of the industry 
have increased 42 percent after taxes, as against a decrease of 9.1 percent for 
United States corporate profits, generally. (See app. B, par. 8.) 

“In view of the foregoing, it does not appear to us that the record supports a 
finding that the risks facing the carriers herein are much greater than those 
facing United States business, generally. Indeed, on the basis of the changes 
in profits over the past 7 years, the opposite finding would seem to be required.” 
(See app. B, par. 9.) 

Every argument offered by the FCC in justification of merger is effectively 
repudiated by the findings of the FCC in the rate case. It is difficult to under- 
stand what happeged in the 9 months between the rate case decision and the 
promerger testimony. The only changes that did take place in this short period 
were changes which further reinforce arguments in favor of continued competi- 
tion and against merger. The revenues, earnings, expansion of plant and new 
services have continued to show marked improvement over the high levels re- 
ferred to in the rate case. The FCC had to ignore the facts, repudiate their own 
documented findings, and rely on mystical speculation to support their current 
promonopoly position. 

This is a strange performance by the FCC—advocating merger on the basis 
of arguments which it had found invalid a short time ago. It would hardly 
justify the enactment of legislation which would leave to the discretion of this 
Commission the power to relax the antitrust laws and create a monopoly in the 
international telegraph industry. 


FCC MEMORANDUM 


In a memorandum submitted April 20 to the Senate Interstate and Foreign 
Commerce Committee following the FCC appearance, the Commission states: 
“The national policy in favor of competition is not applicable to the international 
telegraph carriers.” It then seeks to buttress this argument with some quota- 
tions from a Supreme Court opinion in FCC v. RCA Communications, Inc., (346 
U.S. 86, 93, 1953). 

The quotes which the FCC culled out of an extended Supreme Court opinion 
do not accurately reflect, but, rather, distort the meaning of the Supreme Court 
opinion. The Supreme Court in that opinion did not repeal or seek to modify 
the Sherman Antitrust Act. It did not repeal or even modify the specific pro- 
hibitions of the Federal Communications Act against merger of cable and radio 
companies. It merely asserted that the FCC, in ruling on the question of addi- 
tional competition between two radiotelegraph companies where competition be- 
tween one of those companies and a cable affiliate of the other already existed, 
should make a reasonable finding that public benefits might be derived from such 
aruling. 

The FCC did make such a finding. They said in a final decision in the same 
case: 

“Competition between direct radiotelegraph circuits has been an important 
factor in inducing the carriers to improve their plant facilities and services, to 
introduce new services, and to institute rate reduction for service to the public. 
Thus, competition in direct radiotelegraph circuits generally has resulted in 
public benefit” (FCC decision, docket No. 8777, p. 20). 

This decision was upheld by the Supreme Court. If this Supreme Court deci- 
sion has any relevance here at all it would support continued competition in this 
industry since benefits to the public may reasonably be expected from it. 

Further in the April 20 memorandum, the Commission makes the argument 
that “None of the foreign entities are prepared to invest a proportionate share 
of the $40 million required for each of the duplicating cables which each of the 
three major competing carriers would have to install in order to be in a position 
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to compete as they cannot see any current or early need or economic justifica- 
tion for a triplification of facilities.” 

If this argument is accurate, then a merged company would be foreclosed from 
building a cable to Great Britain, France, or Germany which between them ac- 
count for the bulk of international traffic to Europe. This would be so because 
according to the FCC argument, these countries, having already invested in part 
ownership of A.T. & T. coaxial cables, would not be likely to make a further in- 
vestment with any carrier for duplicating cables. 

As to the FCC contention that pooling of resources by the carriers to provide 
a jointly used cable would be the same as merger, that is obviously not so. 
There are innumerable cases of railroads, airlines, buses and trucking concerns 
which jointly use terminal facilities without in any way lessening their fierce 
competition. In this case, whether the carriers lease cable channels from 
A.T. & T., from a new entity which builds cables, or from their own jointly fi- 
nanced cable, this would not constitute a merger but would permit the continua- 
tion of healthy competition. 


DEFENSE DEPARTMENT TESTIMONY 


The Defense Department argued before this committee that it needed addi- 
tional coaxial-cable capacity, and that it felt that a merger was the best way to 
get such capacity. In support of the latter contention the Defense Deparment 
admittedly made no independent study, but relied exclusively on the so-called 
“expertise” of the FCC whose testimony, as we have shown, is unsupported by 
evidence and has been refuted by the Commission itself. 

As to the asserted need for additional capacity, the record is contradictory. 
On page 134 of the hearing transcript, the Defense Department states a need for 
additional capacity, but on page 137 the witness says: ‘‘We have been assured 
that the bulk of our now foreseen requirements through the 1962 time period 
can be met by leasing channels from the commercial companies.” 

Even assuming for the sake of argument the need for additional coaxial-cable 
capacity, there is absolutely no guarantee that such a need would be met by leg- 
islation permitting the creation of a monopoly in international telegraph. Such 
legislation would merely enable the companies to decide from a standpoint of 
profit whether or not it is in their interest to create a monopoly. Even if they 
decided to create a monopoly the addition or elimination of facilities would be 
decided by them on the same self-interest basis. Permissive merger legislation 
has not the remotest connection with a guarantee of additional cable facilities. 

Furthermore, the whole question of the need for additional cable capacity may 
now have been rendered moot by the announcement on April 8, 1959, of a pro- 
posed lease by A.T. & T. to the Air Force of a total of 96-kilocycle bandwidth 
to be available beginning in December 1961; 96 kilocycles would provide 32 
voice channels or 640 telegraph channels. The communication from the chief 
engineer of A.T. & T. (long-lines department) to the FCC asks authorization 
for use of certain radio-relay facilities connecting with the new coaxial cable 
“in furnishing to the U.S. Government, subject to the provisions of legally 
applicable tariffs, services or channels which the Government requires to be 
available for alternate or simultaneous voice and nonvoice use.” 

But if for some reason the needs of the Defense Department are still not satis- 
fied by A.T. & T. and are of so urgent a nature that Defense is ready to lease 
additional facilities, there are several alternative methods for securing addi- 
tional cable capacity without incurring the harmful effects of monopoly. 

Certainly there should be no problem of finding private capital to build them. 
And even if, despite the needs of the Defense Department, the building of addi- 
tional facilities is not deemed by private capital to be economically justified, 
there remains ample precedent in shipbuilding, aircraft construction, atomic 
energy, and many other areas of vital national concern, for the Government to 
construct such facilities and turn over their operation to the private companies, 
or for Government subsidy of such facilities in one form or another. 

Under any circumstance, the enactment of permissive merger legislation offers 
absolutely no guarantee, or even assurance, of additional cable facilities. The 
only thing of which we can be certain is that a monopoly would result in the 
large-scale abandonment of facilities. 
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We urge that these hearings have revealed no new arguments that would jus- 
tify the relaxation of the antitrust laws by the Congress and the substitution 
of the hazards of monopoly for the historically tested and proven benefits of com- 
petition in the international telegraph industry. Such evidence as was adduced 
at these hearings has confirmed the validity of the existing policy of competi- 
tion in maintaining the health and growth of the industry and its abilty to pro- 
vide constantly improved and new services at reasonable rates to. the public. 

For these reasons we urge the Senate Committee on Interstate and Foreign 
Commerce to reject the companies’ proposals for the introduction of permissive 
merger legislation. 


Senator Pastore. Proceed, Mr. Selly. 


STATEMENT OF JOSEPH P. SELLY, PRESIDENT, AMERICAN 
COMMUNICATIONS ASSOCIATION 


Mr. Setiy. My name is Joseph P. Selly. I am president of Ameri- 
can Communications Association, a trade union which represents 
workers in the communications industry, and more particularly which 
holds contracts with two of the three companies involved in this pros- 
pective permissive merger legislation; that is, Western Union Cables 
and RCA Communications. We have held those contracts for 16 and 
20 years, respectively, and those contracts cover all of the normal 
wages, hours, and working conditions involved in a collective-bar- 
gaining agreement. 

We will seek to prove to this committee that the established con- 
gressional policy against monopoly in the international communica- 
tions field has been and is a sound policy, because it has provided, and 
promises to provide, good service, improved and new services, at 
reasonable rates to the public, and because competition, in addition, 
has been the spur to technological development which in turn led 
to the provision of these new services. 

The nature of this industry has been adequately described to this 
committee and we have our comments on it in this testimony. Its 
importance in the public interest has been emphasized by the Defense 
Department, and the Federal Communications Commission, and is 
stipulated by everybody. 

pposition to monopoly in this field, we say, has been a consistent 
congressional policy, and we think a valid one. Congress did not 
lightly—when it enacted the Federal Radio Act. of 1927, and when it 
included the same provisions in the Federal Communications Act of 
1934—did not lightly emphasize the concern for the preservation of 
competition in this particular industry. 

Congress was not content to rely on the general provisions of the 
Sherman Act and Clayton Act, but wrote into the Federal Radio Act 
and Federal Communications Act special provisions underlining its 
concern that there be maintained a separation between radio and cable, 
and between domestic and international, and that the provisions of the 
Sherman Antitrust Act be made applicable to this industry. 

We believe that Congress in enacting those special provisions as 
applied to this industry was farsighted as events since that period 
have shown. 
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We think the record will show that competition has curbed rates, 
improved service, and spurred technological development. In con- 
nection with rates in this industry, unlike the monopoly sections of 
the communications industry—that is, domestic telephone and tele- 
graph—rates in international communications have remained com- 
paratively stable and on the average have been reduced rather than 
increased over the past 15-year period. On page 3 of our statement 
there is a typical cross section of rates from New York to various 
cities and countries throughout the world, and they show, except in the 
case of London where there is a slight increase in the rate, a large per- 
centage of decrease in the rates in international telegraph as against 
a big increase in domestic telegraph rates. 

Again the Federal Communciations Commission has testified before 
this committee as to the stability of international telegraph rates over 
the past decade. The kinds of business that rely on international 
communications are particular kinds of business. Obviously they are 
businesses that are enguged in foreign trade or in the services relating 
thereto and they include such important kinds of companies as steam- 
ship companies and their agents, commodity and produce brokers, 
import and exporting firms, airlines, et cetera. 

These types of business have had occasion to comment on their esti- 
mate of the effect of competition on the industry and I would urge 
that their estimate is an important one and ought to be given con- 
sideration because they are the users, and on several occasions they 
have stated that they believed that their experience showed that the 
ability to change from one company to another, to go from one com- 
petitor to another, has been a primary cause of providing good serv- 
ice at stable rates. 

As a matter of fact, this committee has received numerous com- 
munications, of which we have received copies, from business users, 
urging that continued competition would be desirable because they 
felt it would continue to give them good service at reasonable rates. 

The Federal Communications Commission has also testified to the 
beneficial effect of competition and I quote: 

Competition between direct radio-telegraph circuits has been an important 
factor in inducing the cashiers to improve their piant facilities and services, to 
introduce new services, and institute rate reductions for service to the public. 
Thus, competition in direct radio-telegraph circuits generally has resulted in 
public benefit. 

While the FCC was here dealing with a case involving competing 
radio-telegraph circuits, in a 1958 decision the Commission concluded 
that these findings of significant benefits of competition to the public 
were equally applicable to the international telegraph industry as a 
whole. 

Incidentally, when I attribute any statement to the FCC you will 
find in my written statement the citation and, in appendix B in order 
that there be no suggestion that I am quoting out of context, all of 
the relevant material before and after it, relating to it, is also quoted. 

So that we have evidence from the business users and from the FCC 
that competition has provided improved service at lower rates. The 
final characteristic of competition to which we have referred, the final 
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benefit, is in the area of technological development, and there again 
quoting the FCC: 

The existence of competition betwen RCAC and Mackay was an important 
factor in inducing each to make such plant improvements. These improvements, 
of course, resulted in public benefit by enabling the carriers to provide new 
services, to improve and expand existing services, and to reduce costs so as to 
provide a basis for rate reductions. 

In appendix A to the statement the union has prepared on the 
basis of material collected by technicians in the industry a fairly com- 
prehensive survey of the technological developments in both arts, 
radio, and cable in the last decade, and we believe it is a very impres- 
sive showing of improved technological developments and that you can 
trace a direct cause and effect between competition and those tech- 
nological developments. 

Now it has been suggested that the concern of anybody about this 
merger can be eliminated because, if a merger is permitted under this 
bill, the FCC will have to find that it is in the public interest before 
it permits the merger to take effect. In that connection it is relevant, 
it seems to us, to look at the history of this same Commission, and how 
it has exercised its regulatory powers when it did secure a monopoly 
in the domestic industry. ‘Two of the same companies, the identical 
companies which come before you now, that is, Western Union and 
LT. & T., were also involved in this domestic merger, and they made 
promises to this committee, in 1942 and 1943, similar to the promises 
being made now. They said: 

If you permit us to merge and create a domestic monopoly it will result in 
lower rates, improved services, service to more communities in the country, 
and generally the public will benefit from this merger. 

And it is worth looking at what happened in that situation. 


First of all, Western Union in its application for the approval of 
the domestic merger, said : 


The importance of broadening the scope of telegraphic communications serv- 
ice, especially to the smaller communities, is not being overlooked in postwar 
planning. The establishment of suitable representation in the Nation’s smaller 
towns and villages on a basis which will insure good service at a reasonable 
cost is a problem and responsibility which is ever with us. 

Not only did the company make that promise that it would extend 
the service to communities, but the FCC in approving the merger said : 

The financial position of the merged company will be stronger than that of 
the merging companies and the merged company will therefore be better able 
to take steps to provide improved service at reduced cost to the public. 

Finally the Senate committee itself acting on these representations 
that there would be improved service and greater coverage and lower 
rates, approved the merger legislation and said that it did it— 

so that more adequate service may be rendered areas and communities which 
do not presently enjoy such service. 

Now, those were the promises of the carriers and of the regulatory 
agency, but let us contrast them with the performance. 

Instead of expanding service to more communities, the record shows 
that in each of the following 15 years after 1943, the year of the merger, 
we have seen the elimination of additional hundreds of telegraph 
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offices. The latest figures available show that by December 31, 1958, 
656 fewer cities and towns had Western Union offices than on Decem- 
ber 31, 1943. 792 branch offices were closed down, and 10,215 offices 
in outlying areas jointly operated with railroads or by agents, were 
closed down by the company. ; 

In other words, there was a tremendous contraction of service to the 
American public in small communities. There isn’t a State in the 
Union, Senator, in which there hasn’t been a contraction of domestic 
telegraph service since the merger, in which communities, large or 
small, have not been deprived of existing service, or have been pro- 
vided service to which they are entitled. 

We submit that in the light of the promises that the merger would 
result. in expansion of service to more communities, it 1s just as im- 
portant to a mother in a small town or village to get a vital com- 
munication concerning her child or anybody in the family as it is for 
the person in a large urban area, and we think that this difference be- 
tween promise and performance is one that ought to be considered by 
this committee. 

And I stress the point that reliance was placed then, as now, by 
those who advocated merger, on the regulatory agency, the FCC, 
which they said would provide the guarantees that this contraction 
would not take place, that there would be an expansion of service and 
lower rates. But the record shows that the FCC provided no such 
guarantee. On the contrary, it approved every single one of these 
closures, it gave a free hand to the companies in garnering the ex- 
tortionate profits which they did garner by virtue of the contraction of 
service. 

Let us go to the question of rates. On page 6 of our statement we 
give again typical cities, in a cross section of the country, and it shows 
that the percentage increase in telegraph rates has ranged from a low 
of 14 percent in the city of Seattle, to a high of 137 percent in Balti- 
more and Providence. That is on a full-rate, 15-word message, and 
it is a comparison between the rate before merger and the rate once 
the monopoly was established. 

Finally, the carriers then as now said that attrition will take care 
of the problem of the employees. They said there really is nothing 
to worry about. There is adequate protection for the people. 

But the facts show that whereas there were, in December, 1942, 
9 months prior to merger, 64,870 jobs in the telegraph industry, after 
the creation of the monopoly in December 1958, there were 35,388 jobs. 
Or, in other words, under monopoly conditions, 29,500 people, more 
than 45 percent of the labor force, were lost from this industry. We 
are not talking here about casual workers, as you heard from the 
testimony. 

Service in this industry is relatively long. People have special 
skills, and they do make this industry a career. And these people 
were lost to this industry by virtue of the domestic monopoly. 

Now, there has been, as I said before, a record, over a long period 
of time, of expressed opposition to monopoly in this particular field by 
the American business community, and in favor of competition. Some 
years ago a group of 121 large American corporations, which included 
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stockbrokers, banks, shipping interests, et cetera, said that no monop- 
oly should be fostered by the Government in the international field, 
and the present systems of privately owned and operated companies 
should be continued, having been the means of giving American users 
of cable, radio, and telephone the finest and speediest service to be 
found anywhere in the world. 

The competition between the companies has brought about practically all the 
existing timesaving devices. A monopoly of international facilities would impair 


the rapidity and smoothness of the present service and bring slower and more 
expensive accommodations. 


Again, in 1951, the President’s Communications Policy Board made 
a survey and unsolicited responses from business users were almost 
unanimous to the effect that they opposed the creation of an inter- 
national monopoly and, in part, their fear was based on the experience 
which they said they had, in deterioration of service and increase of 
rates with the domestic monopoly. 

And, finally, there is a current business reaction. As I indicated 
before, we have received copies of more than 60 letters from individual 
firms in the international trade, or from trade associations, which 
they have sent to the chairman of this committee, expressing their 
opposition to the creation of a monopoly in this field, on the general 
grounds that they feared it would result in a deterioration of service 
and increase in rates. I would assume that those letters, being the 
property of the committee, would be made a part of the record of 
this proceeding. 

Not only is business opposed to the creation of a monopoly in this 
industry, from self-interest because it wants to retain good service at 
reasonable rates, but organized labor generally has been opposed 
traditionally to the creation of a monopoly in this industry, just as 
they have been opposed to monopoly generally. 

In our brief we cite some general statements about monopoly but 
I want to limit myself here to the question of this proposed bill, and 
the reaction of labor. 

A typical example of the response which our union has received 
from the American labor movement to our plea that they consider 
this question and take a position on it, is contained in an editorial in 
the national organization of a large substantial old line AFL-CIO 
union, Amalgamated Meat Cutters & Butcher Workmen of North 
America. In an editorial in their paper they say: 

Inch by inch, large corporations in the communications field have been moving 


toward monopoly. Such a monopoly, if consummated, would be harmful to the 
national defense. It would retard the development of the national communi- 


cations industry, and it would no doubt result in increased rates and poorer 
service to the business community. We have reason to feel that it would do 
grave injury to the workers in the communications industry. Monopoly is a 


monstrosity that generally should be opposed by all liberal-thinking people in 
this Nation * * *. The whole idea is repugnant to the democratic free-enter- 


prise system of our great Nation, and should be thrown into the garbage can. 

In addition, we have received responses, and I think it is important, 
again, that these responses to us indicate that they have been sent origi- 
nally to this committee, and I would urge that they be made part of 
this record, from the following unions: United Hatters; Cap & Mil- 
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linery Workers’ International Union; the American Flint Glass 
Workers’ Union; the International Union of Mine, Mill & Smelter 
Workers; the International Woodworkers of America; the United 
Electrical, Radio & Machine Workers; the Airline Dispatchers’ As- 
sociation ; the Wood, Wire & Metal Lathers, International Union; the 
International Longshoremen’s & Warehousemen’s Union; the Stove 
Mounters’ International Union of North America; the Insurance 
Agents’ International Union; and several local and regional labor 
bodies affiliated or unaffiliated. 

In the last few days the Brotherhood of Locomotive Engineers has 
sent in a letter to this committee opposing the bill, and today we had 
testimony of a witness representing a labor union in the industry, the 
Communications Workers of America, similarly expressing op- 
position. 

The basis of the opposition of labor and of our union specifically to 
the proposed merger in this industry is that we have been told, and 
very candidly by the companies, that the savings which they seek to 
effect through the creation of this monopoly will come primarily from 
the savings in labor force, from removal of people from the payroll, 
although they say there also will be some savings from a diminution 
of existing facilities. 

Western Union on one occasion submitted a statement to the FCC 
in regard to this question, and we give the citation saying a merger 
of Western Union Cables, RCA, and the A.C. & R. group of com- 
panies would, of course, reduce the number of employees required to 
operate the facilities. Prospective reduction in personnel would be 
the largest single factor of operating savings to be realized by the 
merged company. Of the 1,900 estimated excess employees, 1,250 are 
engaged in activities within the United States, and 650 outside of the 
United States, and the citation of this quote is given as with all the 
others. 

One last point in regard to the manpower question in this industry 
and the peculiar interest that the Nation as a whole has in the reten- 
tion of this group of skilled workers. The Defense Department in a 
letter submitted to the Communications Policy Board, under this head- 
ing “The Commercial Communications Networks as a Source of 
Trained Personnel for Military Service,” said: 

Modern communications facilities while extremely efficient require a compara- 
tively long leadtime in training of operator and maintenance personnel. 

They go on to say in the event of a critical period between out- 
break of hostilities and the time when training programs can meet 
the demands the commercial systems of the United States provide an 
important additional source of trained personnel. And our experience 
in the last war, my union and every other one in the field, was that the 
importance of this industry was recognized; it was recognized by the 
draft board in terms of draft deferment, it was recognized by the De- 
fense Department, by virtue of the fact that many of our members 
were called by the armed services to do specialized work in the De- 
fense Department. 

Now, there has been some suggestion that the injury to labor can 
be met by appropriate guarantees for labor in the bill. We don’t 
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think that it is possible to do that because we start with the premise, 
which we are seeking to prove, that the inherent dangers in monopoly 
are SO pervasive as to make any language that professes to protect any 
of the interests, public interest or labor’s interest, at best only palli- 
ative and not genuinely protective. In other words, the most labor- 
= provisions can do is minimize the injury, not do away 
with it. 

Finally, we urge that even if this committee, with the best will in 
the world, were to seek to incorporate the most generous labor-pro- 
tection devices in this bill, you would still leave the workers vulner- 
able to a monopoly. You would have increased the power of the em- 
ployer vis-a-vis the collective-bargaining agent. We therefore urge 
that, although under this proposed monopoly, with the tremendous 
saving involved, it would be possible for this monopoly to give full 
security of employment in comparable jobs for every employee cur- 
rently on the payrolls, it would be possible to guarantee against any 
uprooting of families through involuntary job transfers, it would be 
possible to guarantee against involuntary retirements to guarantee ab- 
solute protection of existing wages, hours, and working conditions 
through the existing collective-bargaining agreements, it would still 
leave the workers vulnerable to the increased strength of the employer 
in collective bargaining, especially in the interim period between the 
approval of a merger and the actual merger of the companies, and the 
selection by the employees of one collective-bargaining agent, where 
there are now two, or in some cases three, in that interim period the 
workers would be vulnerable, their contracts would be vulnerable. 
Years have gone into the winning of very important protections of 
various kinds. Each contract has at least 40 clauses defining rela- 
tionships between worker and employer, and between worker and 
worker—and no bill could possibly comprehend the full and adequate 
protection of all these interests. Therefore, we say that even if this 
committee were disposed, as I am sure it would be, to be generous and 
considerate of the effect on the workers in the industry, you could not 
provide the protection that the existing collective-bargaining agree- 
ments provide. 

Now, to come to the arguments offered at the current hearing. The 
State Department in the primary area of its responsibility, that is, in 
foreign policy, has suggested that the proposed merger— 


would compromise certain United States-foreign economic policy objectives be- 
cause it is a departure from the traditional American opposition to monopoly. 


On the other hand, the Department stated that— 





It would not object to the enactment of this legislation provided other compe- 
tent agencies do not oppose it— 
then it refers to those agencies as the FCC and Department of Justice. 

But we have the situation where the Department of Justice has pre- 
sented a statement unequivocally opposing the merger on the grounds 
of generally antimonopoly position, on the grounds of its argument 
that there has been no showing made to justify a relaxation of the anti- 
trust laws to permit this merger. 
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The Department of Defense, while it supported the merger, relied 
on the FCC for its principal argument. Its independent position re- 
lated to its assertion that it needed additional capacity, but under 
questioning by members of the committee they said they relied for the 
method of solution on the merger because the FCC had done so. So 
that we want to address ourselves to the main Government agency 
which has borne the burden in these hearings of advocacy of the com- 
pany’s proposal for this permissive merger leg islation. 

What is Doerfer’s argument? His first argument says that if 
you were to consider this question on the basis of current and past 
revenues and income of these carriers there would be no reason 
for the merger. On the contrary, there would be reasons against the 
merger. Nevertheless there are certain new dev elopments which de- 
mand that there be a reconsideration of this problem, and that the op- 
posite conclusion be drawn. That is that this earnings position is in 
jeopardy for a series of reasons, which I will go into. 

The first argument that the FCC—incidentally, I want to comment 
on one other thing. The Commission made these arguments before 
this committee, and made these economic prognostications as to the 
future, but as far as this testimony shows offered no proof that these 
would be the results because these things are not susceptible of proof. 
It was an opinion. But the FCC had occasion to consider these pre- 
cise arguments, the very arguments which it is now offering you as 
a reason for relaxing the antitrust laws, when they were offered by 
the companies in a rate case, and not so long ago, Just 9 months ago, 
in June 1958, when the carriers made these identical arguments in sup- 
port of an extortionate rate increases, what the FCC considered extor- 
tionate. The FCC rejected every one of these arguments as being in- 
valid, as not being based on the facts. 

Now, 9 months later, and, incidentally, that opinion was given by 
the FCC on the basis of an adjudicatory proceeding, having heard 
witnesses and testimony over an 8-month period, on the basis of a 
documented record, the FCC found as it must have found that the 
carrier’s arguments, which it now has adopted as its own in favor of 
merger, were invalid. 

It is interesting to speculate about why the change took place. The 
first argument that Chairman Doerfer, of the FCC made here was 
that the prosperity of the carriers rests on an unstable and uncertain 
foundation because of the increased importance of non-message-tele- 
graph services. But 9 months ago in a rate case the Commission an- 
swered that argument by outlining i in detail that first a rapid expan- 
sion in the carrier’s revenues had taken place in recent years, that 
this expansion took place not only in the new customer-to-customer 
services, but also in the message traffic, and finally that in this period 
the carriers had introduced or expanded all these other services, par- 
ticularly the direct customer-to-customer service. 

Obviously, the phenomenal growth of the nonmessage services has 
not been at the expense of the message service. Both have risen sub- 
stantially and concurrently. As to Mr. Doerfer’s current contention 
that this growth in nonmessage revenue is an unstabilizing economic 
factor because in the event of a recession revenues from nonmessage 
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services are likely to be lost more quickly than revenues for message 
services, the opposite is the truth. The nonmessage services are uti- 
lized primarily by the largest telegraph users whose traffic require- 
ments are much less susceptible to variation. 

Furthermore, an analysis of the operating results of the companies 
will show that the nonmessage services are even more profitable than 
the message services. So that an increase in that area will strengthen 
the carrier’s economic position. To take a healthy rise in the basic 
business, message traflic, and add to it the sensational rise in new busi- 
ness, and try to interpret this as a picture of distress or vulnerability 
is to turn the facts upside down. 

The second argument of Commissioner Doerfer was that while 
in the past it was possible to go into the radio field with a small 
investment, the situation is now changed, the costs are prohibitive. 
But the same Chairman Doerfer and the Commission said in a rate 
case, at least in the radio field large investments in plant are not 
required, and that in this respect the carriers differ from so-called 
natural or economic monopolies. It also found that competition 
between radio-telegraph circuits was an important factor in largely 
improving plant, In production of modern equipment, introduction 
of new services, and reduction of rates. 

The third argument offered by Commissioner Doerfer was that the 
companies would face economic difficulties in the future because— 
There was a growing reluctance of major foreign countries to undertake the 
expense necessary to provide and operate duplicating channels for non-message- 
telegraph services, especially leased circuits, and international teletypewriter 
services with competing U.S. carriers. 

But again if you go to the record and look at the record of RCAC 
and Mackay, the two companies engaged in these services, you will 
find that in their promotional material, copies of which are available 
if the Commission wants them, there is a record of a constantly in- 
creasing number of countries which are extending these facilities to 
both competing companies, and, as a matter of fact, in the FCC ex- 
hibit you will find that there are 19 countries now which operate 
duplicate channels for nonmessage telegraph service with competing 
U.S. carriers, so that, instead of a growing reluctance of major foreign 
carriers to install the equipment necessary for these new services, we 
have a growing list of foreign carriers installing such equipment. 

I want to go, without minimizing any of the other arguments but 
because of time limitatioon, to what have been the central arguments 
offered in the course of this hearing, and some questions raised specifi- 
cally by Senator Pastore to clarify the record, and his own thinking 
in regard to this problem. 

The contention has been made in the course of these hearings by 
company witnesses, especially Mr. Tower of A.C. & R., in response 
to your questions, that even if his company, or any carrier, were 
competent financially, were in a position financially to build a coaxial 
cable to compete with A.T. & T., it would be useless because the 
foreign carrier, the British in particular, would not deal with three 
competing carriers for telegraph purposes. 
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You found that very significant, and you said that if that were 
true it would have an important bearing on a consideration of this 
problem, and you asked whether there were any evidence, outside of 
the assertion. The evidence was not supplied, but the carrier indi- 
cated that it would try to supply the evidence. 

There is evidence on this question. It is in written form, and it is 
to exactly the contrary effect. 

I have here a copy of a letter to Miss Morris, secretary of the Com- 
munications Commission, from Mr. Rae of A.T. & T., in which the 
telephone company applies to the FCC for permission to—let me read 
the appropriate quotes: 


A.T. & T. Long Lines Department desires to be in a position to lease channels 
to the international telegraph carriers for use by them in rendering common- 
earrier telegraph or other nonvoice communications services— 


And so forth. 
And reading on: 


The foreign administrations which are associated with this company in the 
ownership and operations of these transatlantic cable systems are agreeable to 
the use of these systems for these purposes. 


So that we have here evidence bearing directly on the question you 

asked, and it is exactly the opposite of what the carrier indicated to 
ou. 

: Senator Pastore. Well, now, are you going to give us a copy of that 
letter, please ? 

Mr. wend Surely. 

Senator Pasrorr. We would liketo have it in the record. 

(The letter referred to follows:) 


APRIL 8, 1959. 
Miss Mary JANE Morris, 
Secretary, Federal Communications Commission, 
Washington, D.C. 


Dear Miss Morris: The American Telephone & Telegraph Co., Long Lines De- 
partment, desires to be in a position to lease channels to the international tele- 
graph carriers, for use by them in rendering common-carrier telegraph or other 
nonvoice communication services over transatlantic cable facilities, provided 
mutually satisfactory agreements can be reached with those carriers whereby 
this can be done. 

The foreign administrations which are associated with this company in the 
ownership and operation of these transatlantic cable systems are agreeable to 
the use of these systems for those purposes. 

In order to lease channels for these purposes it will be necessary to use the 
radio relay facilities between Portland, Maine, and the Canadian border which 
connect the present transatlantic cable and will connect one or more of the pro- 
posed transatlantic cables with the domestic system in the United States. The 
radio relay facilities in the United States consist of the following stations: 
KCB81, Portland (file 2948-C1-ML-58), KCB82, Brunswick (file 2944-C1-ML- 
58), KCB83, Liberty (file 1703-C1-ML-59), KCC85, Kings Mountain (file 2946- 
C1—ML-58), KCC86, Franklin (file 2947-C1-ML-58), KCC92, Cooper Hill (file 
2948-C1—-ML-58), all in the State of Maine. 

Specific authorization is therefore requested for the use of these radio relay 
facilities in leasing channels to an international telegraph carrier or carriers for 
use by such carrier in providing common-carrier telegraph or other nonvoice com- 
munication service. 

Respectfully yours, 


J. R. RAE. 
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STATE OF NEw YORK, 
County of New York, ss: 


J. R. Rae, being duly sworn, deposes and says that he is chief engineer of the 
American Telephone & Telegraph Co. (Long Lines Department); that he has 
read the foregoing request and knows the contents thereof ; that the same is true 
to the best of his knowledge, information, and belief. 

J. R. RAE. 

Subscribed in my presence and sworn to before me by the affiant, above named, 
this 8th day of April 1959. 

AGNnes V. MCNEIL. 

Mr. Setiy. I got this by calling American Telephone & Telegraph. 
They sent us—they were courteous enough to send us copies of this 
letter, and the other one relating to the lease to the Air Force. But I 
certainly will have facsimile copies made this afternoon and present 
them to this committee. 

Senator Pastore. All right. 

Mr. Setiy. Now, on another question, the question of relationship 
between divestment and merger has come up, especially in this morn- 
ing’s session, and I want to urge that a look at the record will show 
that divestment and merger are not two related questions, as has been 
suggested here, but are two separate—equally important, perhaps, 
but separate—questions. 

Senator Engle suggested documentation of Mr. Marshall’s conten- 
tion that Western Union Landlines, in agreeing to go through with 
the domestic merger, did it on the promise, by the Congress, implied 
or stated, that he was going to be able to divest to a merged interna- 
tional carrier. The company said that it would provide it. 

I don’t have the documentation here, obviously, since this occurred 
just a few minutes ago, but I will tell you what the record will show. 
It will show that in 1943 this Congress had before it a bill to permit 
not only a domestic merger but to permit an international merger; 
that this Congress struck from the bill the provision which would have 
permitted an international merger; and that Western Union, its eyes 
wide open to the consequences of what it was doing, was offered the 
right to merge its domestic operations, with no promise, implied or 
otherwise, that it would be able to divest its cables to a merged inter- 
national carrier. On the contrary, the legislative history shows that 
Congress indicated it was opposed to that, and again in 1945, again 
this same committee considered the question of international merger, 
and again rejected it. 

So that Western Union has no basis in fact for the contention that 
it was roped into a domestic merger on the promise that it was going 
to have an international merger. 

I said that divestment and merger are two separate questions. Let 
me indicate to you, Senator, if I can, why. 

There is a requirement in the amended section of the Communica- 
tions Act permitting a domestic merger, which goes to the effect that 
the merged company shall submit a plan for the divestment of its 
cable properties. Nobody in this room, certainly, can say whether 
there is an absolute requirement for divestment, and the reason I say 
that is that a court is now considering that. That case is being argued 
before a Federal court in the New York district, with various posi- 
tions taken by the FCC and the Department of Justice. In this case 
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they are on the same side. The carriers and our union are parties to 
those proceedings. 

But nothing in the consideration of the Congress of the Merger 
Act suggested that divestment and international merger were related 
questions, and the FCC has been the strongest in opposition to that 
point of view. 

You will find, if you study the FCC’s brief and oral argument be- 
fore the Federal court in New York district, on the question of their 
right to compel Western Union to divest, FCC says “divestment and 
merger have nothing in common”; that the Congress, in passing this 
law, told the FCC that it had the power to order divestment; that is 
their contention, and they say : 

We order you to divest under existing circumstances and in the light of the 
fact that the law currently prohibits you from merging your international car- 
rier, or from selling to any one of the international carriers. 

In other words, in full knowledge of the fact, at least with the ac- 
ceptance of the legal fact by the FCC, that the present law does not 
permit Western Union to sell to one of the other carriers, the FCC 
says, “Nevertheless, divest,” divest to an independent company, divest 
by spinoff, divest by a number of means. You have the ability to do 
it. You have the power to do it. You ought to doit. What the courts 
will decide as to the FCC’s power is something else. The only point 
I make here is that there is no relationship between a requirement or 
an injunction to divest and the question of an international merger. 

In answer to a question raised by you, Senator 

Senator Pastore. It is now 8 minutes to 2. I don’t want to shut you 
off, Mr. Selly, but you and I had an agreement that you would finish 
10 minutes to2. I will give you 5 minutes more, because the other com- 
mittee is meeting here at 2 o’clock, and we have an agreement to re- 
linquish this room, That will bring us right up to the threshold of 
the next meeting. 

Mr. Sexy. I will finish in 5 minutes. I am going to try to answer 
the specific questions which you have asked at one time or another 
during the hearing. 

Senator Pastore. You can put those in the record if you don’t 
finish in 5 minutes. You can extend your remarks and just send it in 
and we will put it in the record. 

Mr. Setry. I would appreciate the opportunity to do that. 

Senator Pastorr. You may take your 5 minutes, because that will 
put us a little bit under the gun. 

Mr. Setriy. You said before there are three central questions, as 
you see it, that developed in the course of these hearings. No, 1: 
Should merger be permitted as a matter of national policy? The 
burden of our brief is it should not be permitted, not only as a matter 
of fundamental national policy against growing monopolization of 
industry, but should not be permitted in this particular case because 
competition has proven to be beneficial and because Congress enacted 
special injunctions against monopoly and for the protection of com- 
petition in this industry, and for good reason. 

Second, you asked: Can each individual company finance the new 
facilities, the coaxial cable? Well, I suggest that there is nothing in 
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this record to show that they cannot, except their assertion. I think 
you would have to take into account the fact that each of these com- 
panies is a creature of a powerful financially solvent parent corpora- 
tion. I.T. & T., RCA, the parent corporation, and Western Union 
Landlines are not among the smallest American corporate enterprises, 
and you would have to, I think, take a hard look at the source of 
their financial resources to determine whether or not it would be 
feasible. As a matter of fact, we had testimony this morning that 
A.C. & R. did contemplate it, and was able to raise the capital for a 
cable on its own, so that I don’t think there is any definitive answer in 
this record which indicates that it would not be possible. 

You asked even if they could do it if the foreign governments would 
—_— eT with them. There we have the answer in the letter from 
A.T. & T. 

There is one other question I would like to deal with before I close. 
Suppose we were to stipulate that the Defense Department needs addi- 
tional capacity. Incidentally, I want to say that, as I read this rec- 
ord, the Defense Department spoke on both sides of that question. 
On one page they said we need additional capacity. Three pages 
later the Defense Department says: 
aa our anticipated needs will be met through the year 1962 through 

But even if we stipulate there is need for additional record com- 
munications capacity I want to urge on the committee that you take 
a look at one other question that hasn’t been mentioned in these hear- 
ings. A.T. & T. is filing an application to lease facilities to these 
carriers, which they in turn can lease to the Armed Forces. But they 
have important limitations in that lease; that is, a limitation to 
nonvoice. 

But in 1956 the giant telephone monopoly entered into a consent 
decree with the Department of Justice, and I believe if you will read 
section 17(c) of that consent decree, which is available in our testi- 
mony, you will find that A.T. & T. is obliged to lease these facilities 
to the record carriers, and for any purposes, any legitimate purposes 
for which they are licensed to do teiniens and I would suggest, then, 
that with the application of section 17(c), as we believe it will be inter- 

reted by the Department of Justice, the entire question of the need 

or additional cable facilities has become moot. The entire rationale 
for relaxing the antitrust laws to permit these companies to set up a 
monopoly, with all of the dangers that we have suggested and have 
been suggested by other opponents, become obviated because we have a 
situation where A.T. & T. has these facilities, is obliged to lease them 
to the other carriers, which in turn can lease them to the Armed 
Forces, 

Thank you. 

Senator Pastore. Thank you, Mr. Selly, and now the hearing is 
recessed until next Wednesday at 10 o’clock. 

(Whereupon, at 1:55 p.m., the committee adjourned until Wed- 
nesday, May 20, 1959, at 10 a.m.) 
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MERGERS OF INTERNATIONAL TELEGRAPH AND 
MARINE CARRIERS 


WEDNESDAY, MAY 20, 1959 


U.S. SENATE, 
COMMITTEE ON INTERSTATE AND Forrign Commerce, 
Washington, D.C. 

The committee met at 10 a.m., Hon. Senator Vance Hartke pre- 
siding. 

ieuie Hartke. The committee meeting will come to order. The 
proposed legislation which is the subject of the hearing would amend 
the Communications Act of 1934, as amended, so as to permit the 
merger or consolidation of international telegraph and marine car- 
riers. There are three witnesses which are scheduled for today: 
Robert V. Howley, president, Tropical Radio Telegraph Co., 80 Fed- 
eral Street, Boston, Mass.; W. L. Allen, international president, the 
Commercial Telegraphers’ Union, 8605 Cameron Street, Silver Spring, 
Md.; and Amory H. Bradford, chairman, press communications, 
American Newspaper Publishers Association, New York City. 

Following the completion of the hearings today the record will re- 
main open for a period of 2 weeks so as to permit all parties to supply 
any further views and to supply the information requested during the 
hearing. 

I want to apologize for the delay this morning. I was detained 
in my office due to some people concerned about some matters back 
in Indiana. 

At this point I wish to insert in the record a letter dated May 18, 
1959, from the Department of State concerning the testimony of rep- 
resentatives of the American Cable & Radio Corp. at the hearing on 
May 12, 1959, in which the belief was expressed that the British Gov- 
ernment was unwilling to deal with a single American company with 
regard construction and establishment of a coaxial telegraph cable. 

(The letter referred to follows:) 

May 18, 1959. 

DEAR SENATOR MaGnuson: I refer to your committee’s telephone request for 
the Department’s comments on the transcript of testimony given by representa- 
tives of the American Cable & Radio Corp. (A.C. & R.) at the hearing held on 
May 12, 1959, on a bill to amend the Communications Act of 1934, as amended, 


to permit the consolidations or mergers of international telegraph and marine 
carriers, and for other purposes. 

In the course of their remarks the A.C. & R. spokesmen referred to their com- 
pany’s belief that the British Government would agree to enter into a partner- 
ship with a merged telegraph carrier for the construction of a coaxial telegraph 
cable. Furthermore, they expressed the belief that the British Government is 
unwilling to deal with a single American company in the establishment of such 
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a facility, and the view was expressed that the State Department had been 
advised of the British desire to negotiate only with a combination of American 
telegraph carriers. 

While it is true that the A.C. & R. negotiations with the British for the 
transatlantic cable referred to by the company spokesman were unsuccessful, 
it does not appear that the British attitude was governed by an unwillingness to 
enter into an agreement with a single company. It is a fact that the British 
Government has announced plans for the construction of a worldwide telecom- 
munication system. At the same time it has demonstrated a lively interest in 
making use of advanced techniques and services as they become technically 
feasible. In this sense, the British Government has revealed an awareness of 
the potential advantages to be derived from a combined use of the coaxial cables 
for telegraphy and telephony. 

As a matter of policy, the British Government has stated that in the future it 
will hope to participate as a party in the landing of cable facilities in the 
United Kingdom. It is unlikely that the avoidable duplication of such facilities 
would be attractive or acceptable to it. However, the Department has no 
reason to believe that the British Government would take an official interest 
in the purely domestic question of a merged U.S. international telegraph car- 
rier. There have been indications that the British might prefer to deal with a 
single focal point in the negotiation of cable facilities. That is to say that the 
British Government might be unwilling to enter into negotiations toward such 
an end in the absence of assurance of U.S. Government approval. Such approval 
would, of course, imply that possible opposition of other U.S. carriers had been 
taken into consideration. It seems probable that the failure of past negotiations 
has stemmed not so much from an unwillingness on the part of the British to 
enter into an agreement with one or another U.S. carrier as from a desire to 
avoid becoming involved in our domestic competitive field by entering into an 
arrangement which might subsequently prove to be unacceptable to other U.S. in- 
terests, governmental or private. 

In conclusion, the Department is unaware of a positive assertion or assurance 
by the British Government that it would be willing to negotiate with a merged 
U.S company for the construction of a coaxial telegraph cable, nor has the De- 
partment been advised by that Govermment of its views on multiple cor- 
respondents in the international telex field. 

Sincerely yours, 
WILLIAM B. MAcoMBER, Jr., 
Assistant Secretary. 
Senator Harrxe. We are ready to hear Mr. Howley, the first wit- 


ness this morning. 


STATEMENT OF ROBERT V. HOWLEY, PRESIDENT, TROPICAL RADIO 
TELEGRAPH CO. 


Mr. Howtry. Good morning. 

Senator Hartke. Good morning, sir. Very happy to have you with 
us this morning. If you will have a seat any place there, we will 
proceed, if you will state your name and your affiliation for the record 
so they will be able to identify your relationship. 

Mr. Howtey. My name is Robert V. Howley. I am president of 
the Tropical Radio Telegraph Co.—an American-owned company. 
Do you wish me to proceed to read my prepared statement ? 

Senator Hartke. However you want to proceed. It is entirely up 
to you. 

r. Howey. It isshort. I would like to read it, if I may. 

Senator Hartke. Thatis fine. We will be glad to hear you. 

Mr. Howtey. Thank you. 

Tropical’s system comprises 3 modern radiotelegraph stations in the 
United States, located at Boston, Miami, and New Orleans, and 17 
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stations in Central America and Panama. In addition, we have traffic- 
exchange agreements with both American and foreign companies and 
governments, which make our coverage hemispheric in scope and, in 
the case of the Middle American countries, worldwide. 

We can truly say we brought radio communications to the Central 
American countries and Panama; and our activities in this regard 
have provided these neighbors of ours with everything that is modern 
in this field. 

We have steadily expanded our services so that today, in the case 
of record traffic between the Central American countries, Panama, 
and the United States, we are handling approximately one-half of 
such traffic, and our growth has been continuous. 

We are opposed to the merger of cable and radio carriers in the 
written-message field. We feel that the stimulus of competition be- 
tween these two types of record communication has resulted in con- 
tinued improvement and efficiency for each. Thus, in the transatlantic 
and other cables, their capacities have been increased through the years 
by new techniques and, in the case of radiotelegraph communication, 
by mechanical means as contrasted with manual, thus eventuating 
in services which have permitted of teleprinter operation or telex or 
tex or other forms of automation. 

In the Latin American field, we and the other companies operate 
under concessions from the governments of those countries. Our con- 
cessions, as well as those of others of which I have knowledge, provide 
that they cannot be transferred without the consent of the respective 
government. 

We do not think that the governments of those countries would 
look favorably upon the transfer of these concessions to a merged 
company which would have a monopoly of record communications 
between their countries and other parts of the world. By issuing con- 
cessions separately to radio and cable carriers, it is to be assumed that 
the governments expected competition between these two means of 
communication to be continued. 

If a merger should be carried out by the other carriers which would 
affect the service we now provide at this end—and I mean here in the 
United States, Senator—this, of course, would affect our ability to 
carry out our moral and legal commitments in the other countries. It 
would also place our competitors in an advantageous position which 
would adversely affect the ability of Tropical to survive and grow. 

Should other American carriers holding concessions in Latin 
America decide to. merge and run counter to the competition concept 
under which their contracts were originally granted, this could hasten 
the day of nationalization of services in these countries and a cancel- 
lation of the contracts of American carriers affected. Nationalization 
would also stimulate the growth of direct communication between 
these countries and the other parts of the world, bypassing the United 
States and the revenues which American carriers receive through the 
traffic which presently transits this country. 

Under one ownership, I cannot conceive of the same enthusiasm for 
research or development for both radio and cable written-message 
transmission as exists under our present system of competition. It is 
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reasonable to assume that more attention would be paid to that phase 
which represented the cheaper cost. 

Should either of these media be kept static, without constant pres- 
sure for improvement and top-level maintenance, the ability of one to 
take over the combined load in the event of nonfunctioning of the 
other would be impaired. Cables can be cut. 

We have had a recent instance of cable cutting in the North Atlantic 
and, under peacetime, cable ships were quickly available to splice the 
severed cables. We cannot make an assumption of noninterference 
with any repair job in time of war. Even under the best of condi- 
tions, cable repairs involve locating the broken ends first and, despite 
— conditions, days ensue before cable communication is re- 
stored. 

Conversely, radio circuits can be immobilized by jamming in time 
of war, conceivably for lengthy periods, and in peacetime for short 
periods by propagation disturbances. 

In pointing out the weaknesses of either cable or radio transmission, 
I am simply emphasizing the fact that both have their place, both are 
essential, one can ordinarily be depended upon to take over if the other 
is out; and, finally, at the risk of being repetitious, I am stating again 
that the highest efficiency and readiness for service of either type de- 
pend upon its fullest possible utilization on an everyday basis; this 
has resulted under competition between the two. I cannot assume that 
a merger of the two would represent the same diligence on the part of 
the merged company in making the greatest possible use of both. 

Tropical is one of several small American carriers operating inde- 
pendently. We believe our independent operation under the stimu- 
lus of competition has brought about a tremendous improvement in 
the handling of record messages between the Americas—not only an 
improvement in our service, but in the service of our competition. 

We would like to go on doing business just that way. We have 
been successful financially in so doing up to now. We can only view 
with apprehension legislation which could result in a diminution and 
eventual cessation of competition in its true sense, and the disappear- 
ance from the field of the small independent operator who thus far 
has been able to do a good job on his own. 

I have followed the pro and con arguments of cable-radio merger 
since the idea was first advanced years ago. I have never been able 
to see how the public—the user—would be better served by such 
mergers. On the contrary, the users—many of whom we number to- 
day as our customers—have told us that our entry into the field—and 
hence our competition with the other record services—has proved of 
immense benefit to them and their correspondents. I am sure I am 
speaking for them as well as my company when I say that such mergers 
would not be in the public interest. 

Senator Hartke. Thank you for that very fine statement, Mr. How- 
ley. Let me ask you: How many countries do you service in the 
Americas? 

Mr. How ey. In the Americas we have a telegraph service from 
the United States to Mexico, the Central American countries, all the 
South American countries except Brazil and Bolivia, if I remember 
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—. In the Central American countries we have service to all the 
world. 

Senator Hartke. Why I asked that question, on page 2 you said: 

We do not think that the governments of those countries would look favor- 
ably upon the transfer of these concessions to a merged company— 
and so forth. Do you have any factual information to back that up 
or any statements from any particular country indicating that that is, 
in fact, what they would feel ? 

Mr. Howtey. The only thing I can say, Senator, is that in my re- 
cent trip through about 10 of the countries—which I completed in 
March; I cover the field every year—I found great interest on the part 
of several of the governments in the press announcements here of im- 
pending or possible merger legislation in the United States, and from 
our own experience in Central America—and I am basing this prin- 
cipally on the Communist government of Guatemala, which were in 
control of that country from 1944 to 1956—I am satisfied that they 
would welcome any excuse which would support a nationalization idea 
on their part. And the nationalization we found in Guatemala was 
due to inspiration from other countries. 

Seantor Hartke. That situation now ceases to exist, though; isn’t 
that right ? 

Mr. How ey. Not necesarily, sir. There is a turbulence and unrest 
in every Central American country today. 

Senator Hartke. What I was trying to get—in other words, if you 
have any documents or any type of statements which would sub- 
stantiate such an assertion, I think it would be helpful for the record, 
and, if you could, I would be glad if you could supply them. 

Mr. Howtry. Thank you, sir. 

Senator Hartke. Thank you, sir. I want to thank you for coming, 
and I appreciate your fine statement this morning. 

Mr. Howtey. Thank you. 

Senator Harrke. Mr. W. L. Allen. 

Good morning, Mr. Allen, very happy to have you with us this 
morning. I would like for you to state your name and your relation- 
ship and those people who are associated with you so we can have 
their names for the record, too. 


STATEMENT OF W. L. ALLEN, INTERNATIONAL PRESIDENT, COM- 
MERICAL TELEGRAPHERS’ UNION, AFL-CIO, ACCOMPANIED BY 
ELI SHAMUS, GENERAL CHAIRMAN, PRESS WIRELESS DIVISION, 
PRESS WIRELESS, INC.; AND WILLIAM FINLAW, GENERAL 
SECRETARY-TREASURER, PRESS WIRELESS DIVISION 


Mr. Auten. Mr. Chairman and members of the committee, my name 
is W. L. Allen. I am international president, Commercial Teleg- 
raphers’ Union, AFL-CIO. 

I should like also to introduce two other representatives from our 
union. On my immediate left is Mr. Eli Shamus, who is general 
chairman of our Press Wireless division, which represents our mem- 
bers employed by Press Wireless, Inc. 
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On his left is Mr. William Finlaw, who is general secretary- 
treasurer of our Press Wireless division. 

Both of these gentlemen are employed full time with Press Wire- 
less, Inc., in the main office of that company in New York City. 

Senator Harrxe. Weare happy to have you with us, too, this morn- 
ing, gentlemen. 

Mr. Auten. The Commercial Telegraphers’ Union, AFL-CIO, rep- 
resents some 32,000 radio and telegraph workers in the United States 
and Canada, including the employees of Press Wireless, Inc. 

We appreciate and thank you for this opportunity to present our 
views with respect to proposed legislation which would permit con- 
solidations or mergers of international telegraph and/or marine 
carriers. 

Historically, the Commercial Telegraphers’ Union has opposed 
mergers among communications companies, not only in the United 
States, but also in Canada. Our experience over the years in this 
respect has more than justified such opposition. 

We are opposed to a merger of international telegraph carriers for 
three major reasons: 

(1) We are not at all convinced that a merger of international telegraph 
earriers is either necessary or desirable from the viewpoint of national 


defense. 
(2) We are convinced that a merger of international telegraph carriers 


would not be in the public interest. 
(3) We are equally convinced that a merger of international telegraph 
earriers would be detrimental, if not disastrous, to the employees. 

We agree completely with the representatives from the Department 
of Defense as to the necessity of adequate communications facilities, 
domestic and international, being available to that Department and 
the Armed Forces at all times. Our concern in that respect is no 
less than theirs. But we do not believe they should have to rely on a 
merger of international telegraph carriers to be assured of such 
facilities. 

On the contrary, it seems to us that adequate communications facil- 
ities for the Department of Defense and all of the Armed Forces of 
the United States, not only for emergencies, or in the event of war, 
but also for peacetime purposes, should be assured by the U.S. Gov- 
ernment. It does not seem to us either proper or advisable that even 
a part of defense needs should have to depend upon a slender thread 
of anticipation that a merged company of international telegraph 
carriers would undertake to develop new equipment and provide im- 
proved and expanded services for the benefit of national defense. 

Certainly, no one can have any doubt that adequate communica- 
tions are the nerve center of all operations of the Armed Forces, in 
emergencies, in war, or in peacetime, and the inference to be drawn 
from testimony submitted by representatives of the Department of 
Defense that communications facilities are inadequate under present 
critical world conditions is, to say the least, alarming. We believe 
this situation calls for expansion of existing communications systems, 
rather than legislation to permit consolidations or mergers. 

Also, there have been developments involving communications. 
which, in our view, should discourage permissive merger legislation. . 
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One of these developments was the damaged one to five transatlantic 
cables by a vessel, alleged to be the Russian trawler Novorossick. <Ac- 
cording to the press, 12 breaks were found in these cables. Although 
there was no proof that these breaks were the result of deliberate 
intent, the evidence seems clear that cables are vulnerable and can be 
sabotaged. 

Another development was the report recently released indicating 
serious and widespread disruption of communications that can be 
caused by nuclear bombs exploded high above the earth’s atmosphere. 

Surely, these developments emphasize a vita] necessity for main- 
taining as many communications systems as possible. 

In the light of these developments, and possibly others which can 
be expected in this advanced age of electronics, we are in complete 
agreement with the reported statement attributed to Gen. Thomas S. 
Power, Strategic Air Command, before the House Defense Appropria- 
tions Subcommittee in February of this year to the effect that added 
protection against sabotage and provision for doubling communica- 
tions systems (to provide alternatives if one system is knocked out) 
are vital. 

And we cannot forget the recent statement of the President on 
critical world conditions. Among other things, the President stated 
that, and I quote: 

As long as the Communist empire continues to seek world domination we 
shall have to face threats to the peace of varying character and location. We 
have lived and will continue to live in a period where emergencies manufac- 
tured by the Soviets follow one another like beads on a string. 

Whatever the length of that period, we shall have to remain continuously 
ready to repel aggression, whether it be political, economic, or military. 

That statement, with which we agree completely, surely means 
adequate communications facilities on a wartime basis now as well as 
in the foreseeable future. And we respectfully suggest that adequate 
communications facilities call for maintenance and expansion of 
existing communications systems, not fewer systems which would 
deprive Defense and the Armed Forces of alternative communications 
facilities. 

We cannot believe that the placement of all communications facili- 
ties under the contro] of a merged company, in central locations 
rather than in many locations, could possibly enhance national de- 
fense. 

Our conviction that a merger among the international telegraph 
carriers would not be in the public interest is dictated by the results 
of the merger of Postal and Western Union. 

That merger was intended to provide the public a more rapid and 
efficient telegraph service. 

The Federal Communications Commission on that occasion stated 
that the merged company would be stronger financially and thus 
better able to provide improved service at reduced cost to the public. 

Representatives of Postal and Western Union went even further. 
They not only promised improved service, but also expanded service 
in areas where telegraph service had not previously been furnished. 

What has happened in the intervening years is a far cry from the 
prognostications and promises of 1942-43. 
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The Postal-Western Union merger had hardly taken place before 
the merged company—Western Union—began curtailing services to 
the public. Thousands of branch and district offices, including many 
seanpees offices, have been closed. Hours of service to the public 

ave been drastically reduced in other offices. 

Many offices have been converted to agency operation, in which 
cases the essential business of the agency is completely unrelated to 
the telegraph industry and the persons handling the public’s tele- 
graph business have no interest in the industry beyond the commis- 
sions they receive for acting as agents of the telegraph company. 
Approximately 30,000 jobs have disappeared from the industry as a 
result of this deliberate program of attrition coupled with a revolu- 
tionary mechanization program which Western Union has prosecuted 
vigorously since the merger. Telegraph rates have been increased. 

By concentrating on the “cream of the crop” of the domestic tele- 
graph business Western Union has improved its financial position. 

The telephone companies, particularly A.T. & T., have been re- 
lieved of telegraphic competition in many cities where Western 
Union or Postal, or both, formerly maintained telegraph offices. 

It may even be said that, in effect, the merger of Postal and Western 
Union has spilled over into a second merger of Western Union and 
A.T. & T. 

Perhaps this is not an unhappy situation for these two corporations, 
but it has placed the public in the position of having to accept their 
monopoly services or resort to the mails. 

In any event, it will thus be seen that the real beneficiaries of the 
Postal-Western Union merger are Western Union and the telephone 
companies, not the public, and certainly not the employees. 

Surely the reduced and deteriorated service which has resulted from 
the Postal-Western Union merger should serve to discourage a merger 
of the international telegraph carriers. 

Testimony of the Federal Communications Commission Chairman 
before your committee in the instant case is similar to the position 
taken by that agency some 16 years ago on the legislation to permit 
the merger of Postal and Western Union. 

Again there is the suggestion, in effect, that a financially stronger 
merged company would be better able to develop new equipment and 
facilities, to expand existing services, and to provide various new 
services. 

These are lofty prognostications, but they do not constitute any 
guarantee whatever that a financially stronger merged company would 
provide an improved service to the public, or that existing services 
. not be eliminated or curtailed, as has been the case in Western 

nion. 

Here again, as in the case of the Postal-Western Union merger, we 
note reference by merger proponents to duplication of frequencies and 
facilities which could be eliminated through merger. To the em- 
ployees the elimination of duplicate facilities simply means the elimi- 
nation of jobs. 

And we cannot forget that in every case where a domestic telegraph 
office has been closed, including profitable offices; in every case where 
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hours of service in a domestic telegraph office has been reduced; and, 
in every case where a domestic telegraph office has been converted to 
agency operation, the Federal Communications Commission—the 
agency charged with the responsibility of looking out for the public 
interest—has given its approval. And perhaps it should be added 
that such approval was given without public hearings at which it 
might have been demonstrated that many of the applications sub- 
mitted by Western Union for approval of such changes in service 
should have been denied. 

We have noted the labor provisions in the proposed legislation 
which are designed to protect the interests of the employees. These 
provisions are similar to those contained in the Postal-Western Union 
merger legislation and reflect the sympathetic concern for the em- 
ployees which prompted the honorable Senator from Washington to 
include these provisions in his bill. However, as liberal as these pro- 
visions may be, they would not protect the employees against many 
dislocations, hardships, uncertainties, and subsequent loss of jobs. 

We noted also the position taken by Press Wireless, Inc., that it does 
not wish to merge with the other international telegraph carriers; 
that it desires to continue to operate in competition with the other 
carriers; and that it has suggested certain amendments to the pro- 
posed merger legislation which would make it possible for that com- 
pany to compete with a merged company on a fair and equitable basis. 

However, if Press Wireless, Inc., should elect later to become a 
party to a merger, if there is a merger, the chances of securing addi- 
tional improvements in wages and working conditions of the em- 
ployees of Press Wireless could be seriously jeopardized. 

Their wages, on the whole, average considerably higher than those 
of employees of other international telegraph carriers not represented 
by the CTU. The same applies to other conditions of their employ- 
ment, and it is reasonable to assume that a merged company would 
naturally resist most vigorously any further wage increases for these 
employees as long as the wages of other employees are lower. 

For all employees the question of seniority is probably just as im- 
portant as the question of wages. Seniority represents the degree of 
security which they have established in the industry. If they do not 
have seniority they do not have security. 

There are many classifications of seniority in the telegraph industry, 
touching upon practically every phase of working conditions of the 
employees. And we have learned through bitter experience that when 
a merger takes place, seniority is eventually destroyed for a large 
number of employees through the meshing of seniority and the elim- 
ination of offices and duplicate services which translated into jobs 
simply means fewer employees. 

e can only guess at the number of jobs that would be lost as a 
result of a merger of international telegraph carriers. But if our 
experience in the Postal-Western Union merger is any criterion ap- 
proximately one-half of those presently employed would soon find 
it necessary to readjust themselves for employment in some other 
industry in which they probably have no experience. 

. 40287—59——25 
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It may be of interest to your committee to know that following 
merger of Postal and Western Union it was necessary for our organi- 
zation to spend several hundred thousands of dollars in almost con- 
tinuous negotiations over a period of some 8 or more years including 
a nationwide 53-day strike against Western Union before an accept- 
able 40-hour week was established for Western Union employ ees, and 
before satisfactory adjustments were negotiated on many other issues 
such as wage parity and reverse wage parity for both Postal and 
Western Union employees. And, of course, the question of seniority 
was inevitably linked with practically all of the issues. Not until a 
few years ago did any semblance of stability emerge in Western Union. 
A repetition of these chaotic conditions would certainly follow a 
merger of the international telegraph carriers, 

The position taken by the Federal Communications Commission 
in support of merger legislation appears to be based primarily upon 
a conclusion that the international telegraph carriers cannot for long 
survive potential telephone competition, or even as competing 
companies. 

We suggest that before any such conclusion is accepted a long hard 
look ought to be taken at the discriminatory rate structure presently 
in effect for the international telegraph carriers for which the Federal 
Communications Commission must share some responsibility, 

A tex or telex service, for instance, is a two-way direct teletype serv- 
ice between clients. Client A in New York places a call on his tele- 
type to client B overseas. When the call is completed they exchange 
information by written record, which in effect is all that distinguishes 
this type of service from an overseas telephone voice call. 

Users of this type of service are primarily large filers of oversea 
messages. It is a service supplied to select groups ‘of heavy telegraph 
users such as brokerage firms, industrial plants, banks. 

The service they receive is of extremely high quality compared to 
ane provided full-rate radiogram users—meaning the public at 
arge 

For this high quality service the favored users pay only $3 per 
minute. The machine operates at 60 words per minute, which means 
these customers can transmit and/or receive a total of 60 words to or 
from a point in Europe at a cost of $3. 

But what about the ordinary user of oversea telegraph facilities— 
representative of the public at large? He must pay approximately 
$15 to send a 60-word radiogram. 

The ordinary telegraph user does not have enough business to avail 
himself of the two-way service facilities. Therefore, he must pay 
not only at the rate of approximately 25 cents per word for the 60 
words he has sent; the reply, if any, must be paid for at the same 
rate of 25 cents per word. 

Moreover, the service for which he must pay so dearly is a very 
inferior service to that accorded the heavier telegraph users. The ordi- 
nary user must first write out his message. It is then transmitted to 
the central office in New York City where it is placed upon a circuit 
and retyped to the foreign point. It must take its turn in the total 
traffic to be sent. When received at the foreign point it is delivered 
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either by messenger or by telephone. Since he does not have answer- 
back facilities, he will in most cases find that his radiogram suffers con- 
siderable delay in delivery in contrast with the almost instant hookup 
enjoyed by the favored clients. 

The highest rate charged two-way service clients is $4.25 per minute 
with machines geared to 60 words per minute compared to the full 
rate for a radiogram of 34 cents for each word. i 

The international telegraph carriers offer another tariff known as 
volume rate. This rate is also geared to high-wordage clients. Under 
this arrangement for instance the Russian news agency, Tass, trans- 
mits thousands upon thousands of words to Moscow each day at a 
fraction of the cost charged ordinary users of oversea telegraph 
service. 

Tass pays 514 cents per word for the first 30,000 words, approxi- 
mately 144 cents for each word over 30,000 in any one month. Now 
the carriers have supplied Tass with a leased channel, as a result 
of which this cost has been further reduced. 

Contrast this rate with a charge of 25 cents for each word for the 
ordinary telegraph user. 

When we get into the press classification of traffic we find a rate 
structure that is even more discriminatory. The small user of this 
service must pay approximately 614 cents for each word transmitted 
overseas while agencies such as the Polish Press Agency, Tanjug Agen- 
cy, Belgrade; ‘Tass, of Moscow; and others can have services via 
radio teletype for 52 cents a minute for a 60-word-per-minute transmis- 
sion, which means approximately 1 cent a word to their respective 
countries; or for that matter any country in the world except a few 
= higher rates may be charged because of the use of automatic 
relay. 

A 20-minute daily minimum requirement for this cheap rate inflicts 
no hardship on the favored clients who enjoy this discriminatory serv- 
ice. Contrast this rate with the full rate of 514 to 8% cents for each 
word charged the small press users transmitting press to Japan, 
France, England, Germany, et cetera, who are unable to meet the 20- 
minute daily minimum requirement. 

Here, again, the select groups enjoy a superior service. The 114- 
cent-per-word user, Tass for instance, writes his material in the Tass 
office in New York. He transmits his own material over a teletype sup- 
plied by the international carrier which is automatically keyed 
through the international telegraph carrier’s oversea transmitter di- 
rectly into the Moscow receiving point, the same service being supplied 
to other foreign agencies in the United States. And here again the 
material sent by the small telegraph user must travel the long cir- 
cuitous journey described in a preceding paragraph. 

Perhaps these few examples will suffice to support our view that in 
the existing rate structure of the international telegraph carriers 
there is built in a giant give-away to favored clients who can afford 
to pay and should be required to pay rates more equitable with those 
required of the ordinary telegraph user. 

If any of the international telegraph carriers suffers serious financial 
problems in the future, they will be brought about mainly by the 








384 MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 


crazy-quilt rate structure presently in effect. The mere fact that one 
client sends more words than another should not entitle him to a 
cheaper rate, All clients should be accorded fair and impartial treat- 
ment. To the best of our knowledge and belief the A.T. & T. does not 
offer cheaper rates to any of its clients using oversea telephone com- 
munications. All clients pay the same rate regardless of usage. The 
same should apply to users of cables. 

If all users of the facilities of the international telegraph carriers 
were required to pay on the basis of quality of service the select groups 
using tex, telex, leased channels, roto, scheduled transmission service, 
scheduled reception service, et cetera, should be paying a higher rate 
than the full-rate radiogram customer. 

Instead, we have the incongruous situation in which these users of 
quality service are paying a rate of only about one-fourth that paid 
by the ordinary customer who perforce must use the inferior toll serv- 
ice at the much higher rate charged for each word. 

We cannot believe that the public interest means favoritism to 
selected users—especially foreign clients. 

We do not believe that the public at large should be asked to pay 
higher rates for an inferior service. 

We do not believe the or dinary telegraph user should be expected 
to subsidize the international telegraph carriers which, in effect, is the 
end result of the cheaper rates which these companies make available 
to certain customers and private interests, including news agencies 
and foreign newspapers. 

If it appears strange to your committee that a labor union should 
undertake to criticize the present low rates for special services offered 
by the international telegraph carriers it is because we feel a general 
upward revision of these rates might assure these companies greater 
economic stability without imposing upon the users of these services 
unreasonable rates for the quality of service rendered. We believe all 
favoritism and discrimination should be eliminated. We do not be- 
lieve that permissive merger legislation should be a reward for econ- 
omic suicide. 

Regarding the cost of equipment and investments we would point 
out that machines installed in clients’ offices in the United States are 
on a rental] basis. A client requiring a 19 automatic teletype for a 
special service, for instance, must guarantee the carrier a minimum 
rental of $160 per month. The client must pay this minimum even 
though the extent of the service used may not exceed $50. 

It does not take long for the carrier to recoup the cost of the equi 
ment investment. In fact, the charge levied against the client can be 
a profitable one when the long life expectancy of a teletype machine is 
taken into account, estimated at 10 to 15 years. 

It would appear that apart from defense communications require- 
ments the primary purpose of permissive merger legislation is to 
rescue the international telegraph carriers from potential competition 
of the A.T. & T. Certainly it has not been demonstrated to our sat- 
isfaction that any of the three major companies needs to be bailed 
out because of financial difficulties. On the contrary it would appear 
these companies are financially sound and well able to meet competi- 
tion. 











i |0h0Ol OC Bs ek nn eal 





MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 385 


The proponents of merger have not in our view presented a single 
compelling argument to show that a merger would be in the public 
interest. Their entire case appears to be based on what they think 

may come to pass perhaps someday in the future. Legislation based 
on such a premise should raise grave doubt as to the public interest. 

And of course the Federal Communications Commission could be 
wrong about the potential competition of the A.T. & T. just as the 
years have proved the Commission to be wrong concerning the threat 
of A.T. & T.’s TWX service to the merged domestic telegraph com- 
pany. ‘The then Chairman of the F ederal Communications Commis- 
sion, testifying before a Senate committee in May 1941, stated that— 
and I quote— 

* * * any merger that would be effectuated at this time which did not con- 
template taking in the TWX services would, in my opinion, carry the seeds 
of destruction of the resulting company. 

Western Union has not acquired the TWX services of A.T. & T. 
Nevertheless, Western Union is still in operation and doing very 
nicely. Perhaps just as the Federal Communications Commission in 
1941 could not foresee the many developments in electronics which 
have given Western Union its telex service with which to compete with 
A.T. & T.’s TWX service the Commission may not now be able to fore- 
see developments in electronics which competition has encouraged and 
would continue to encourage. 

We do not share the apprehension of the Federal Communications 
Commission that increased competition from airmail is a serious 
factor. 

Telegraph customers use the telegraph because they need or want 
the most rapid type of service available for the transmission of their 
materials. If they can afford to wait for airmail service, with the 
attendant delays in mailing, pickup and delivery, they will resort to 
that method of getting their material to its destination, merger or no 
merger. 

The Nation’s economic system has developed and progressed as a 
result of keen and vigorous competition. 

Competition has always been an accepted part of the American 
way of life. 

Legislation which would permit consolidations or mergers among 
international telegraph carriers would violate that basic, democratic 
principle. 

We do not believe that such legislation is either desirable or neces- 
sary in the public interest which should be the primary consideration 

ere. 

We are in complete agreement with the position taken by the De- 
partment of Justice in this matter. 

Senator Hartke. Thanks for your statement. 

Do you have anything further to add? 

Mr. Auten. I think not, Senator. 

Senator Hartke. How ‘about the other two gentlemen ? 

All right, then. Thank you for your fine statement and the serious 
questions which it raises concerning the national defense, the public 
interest and certainly the fine presentation in behalf of your employees. 

Mr. Auten. Thank you, sir. 
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Senator Hartke. Amory H. Bradford. Good morning, Mr. Brad- 
ford. Very happy to have you with us on this fine day. 

Mr. Braprorp. Thank you. It is nice to be here. I have a fairly 
short statement and if I may, I will read it and I shall be glad to 
answer any questions. 

Senator Harrxe. Thank you. Go ahead. 


STATEMENT OF AMORY H. BRADFORD, CHAIRMAN, PRESS COM. 
MUNICATIONS, AMERICAN NEWSPAPER PUBLISHERS ASSOCIA- 
TION, NEW YORK CITY 


Mr. Braprorp. My name is Amory H. Bradford. I am vice presi- 
dent and business manager of the New York Times, 229 West 43d 
Street, New York City. 

I am appearing here as chairman of the Press Communications 
Committee of the American Newspaper Publishers Association, to 
express that association’s position with respect to the proposed inter- 
national telegraph merger legislation. 

The ANPA is an association organized and existing under the laws 
of the State of New York. Its membership of 844 daily newspapers 
comprises more than 90 percent of the total daily newspaper circula- 
tion in the United States. 

One of the ANPA’s functions is to present the views of its members 
in relation to matters affecting them. 

The interest of the ANPA in this proceeding is that its members 
are dependent upon international telegraph carriers for the rapid 
transmission of the news of other countries of the world which they 
present to their readers in the United States. This news is trans- 
mitted to member newspapers through news associations such as the 
Associated Press and United Press International, and also in the 
form of dispatches filed by the newspapers’ own correspondents. 

Every newspaper which carries news from abroad is vitally in- 
terested in the speed and efficiency of the press service provided by the 
international telegraph carriers, and also in the rates charged for 
this service. 

I might say that our position here is that of customers. As cus- 
tomers we like to see competition among those providing the service 
which we purchase. 

Since its organization in 1929 Press Wireless has played a vital 
role in providing good service at low cost in the field of international 
press communications, Press Wireless was formed by newspapers 
for this purpose, and it has proved its value to the country’s news- 
papers over the years, both in the services which it provides itself 
and in the effect which its existence has had on competing services. 

I would like to add here that the New York Times, my company, is 
one of the principal stockholders in Press Wireless, and I have, for 
some time, been a member of the board of directors of Press Wireless. 
The company, as Mr. McCambridge told you last week, is operated by 
newspapers for the benefit of the press as a whole. 
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I have read the excellent testimony presented to this committee on 
May 14 by Mr. William J. McCambridge, president of Press Wire- 
less. I will not attempt to recapitulate here the material provided 
by Mr. McCambridge, except to say that the ANPA endorses his state- 
ment as a detailed presentation of its position on this matter. 

In endorsing the testimony of Press Wireless as an expression of the 
ANPA views I would like to emphasize the following points which 
represent matters of great concern to the ANPA and to its member- 
ships: 

L. We regard it as essential that any permissive merger legislation 
contain adequate provisions which will insure that Press Wireless is 
able to continue as a strong agency which can compete with the other 
large radio communications companies. 

2. We do not feel that S. 4231 in its present form adequately pro- 
tects Press Wireless against possible unfair competition from the 
merged monopoly of other companies. 

I might inject at this point that in going over this draft legislation 
this morning, I noticed several provisions that I think are worth call- 
ing your attention to. 

First, the three similar clauses, one at the end of subsection C(1) 
which refers to the permissive merger, and says that after this has 
been approved thereupon any law or laws making consolidations or 
mergers unlawful shall not apply to the proposed consolidation or 
merger. 

A similar provision appears at the end, and I am a little lost in the 
numbering here, of D(2) on page 13 of the print of the bill that I 
have, which refers to agreements with domestic telegraph companies 
and again says that, after such agreements have been approved, any 
law or laws making such agreement unlawful shall not apply to such 
agreement. 

And again in subsection 3, section D which refers to other agree- 
ments with domestic companies, any law or laws making such agree- 
ment or agreements unlawful shall not apply thereto. 

I quote those as examples of the fact that the bill very carefully 
eliminates all protective legislation of the antitrust variety, but does 
nothing in our view to protect Press Wireless or any other companies 
that do not wish to join in the merger, in the way which the laws as are 
here completely negotiated would have protected them without this 
legislation. ; 

Third, we believe that provisions should be added to the bill which 
would guarantee to Press Wireless the maintenance of a fair competi- 
tive climate and protect it against discriminatory agreements between 
the merged monopoly and either domestic telegraph companies or for- 
eign agencies. 

Fourth, specifically, we urge that the bill be modified by adding the 
— subsection as proposed by Mr. McCambridge on behalf of Press 

ireless. 

Finally, whether or not merger legislation is adopted, there are 
some revisions which should be made in the present act to improve 
the flow of news. The Press Communications Committee of the 
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ANPA is studying these questions and would welcome the oppor- 
tunity to suggest such revisions to this committee for its considera- 
tion at an appropriate time. 

Senator Harrxe. Thank you, Mr. Bradford. Do you have any 
further statement ? 5 

Mr. Braprorp. No, sir, except that I would like to point out, in con- 
nection with the testimony that you have just heard from Mr. Allen, 
that some of the low rates to large users which he critized, have re- 
sulted from competition, and that, as a representative of the news- 

apers which are large users, we feel that these low rates are ee 
justified by the cost considerations and the competitive factors whic 2 
exist. <i 

And one of the major purposes of our formation and our support of 
Press Wireless over the years has been to protect these low rates which 
have been provided for the press service by Press Wireless. 

Press Wireless has been able to do business successfully on the basis 
of such low rates and, in fact, would like to expand its services in 
some proceedings that are now before the Commission to allow it to 
ee successfully with the tex and telex rates which were men- 
tioned. 

I think that the low rates in which we are interested, we regard as 
one of the beneficial effects of competition that might be lost if a 
merger took place. 

Senator Hartke. I noticed here in your suggestions in No. 1 and 
also 2 and 3, that you make certain mentions as to provisions and 
also to a recommendation against its present form. 

I would think that possibly if you are interested in something of 
that shape that you should specifically spell out those provisions as 
they would be appropriate and they can be submitted to the com- 
mittee during the remaining time that the record is kept open. 

Mr. Braprorp. The provision which we would suggest would be 
identical to the one that has already been placed in the record by 
Press Wireless. 

_Senator Harrxe. That is fine. I think that clarifies that matter, 
sir. 

We indicated previously this morning that these hearings will now 
be adjourned until further call of the chairman, but the record will 
remain open for a period of 2 weeks to receive any additional infor- 
mation or statements which anyone cares to submit either for inclu- 
sion in the record or for reference and also for those items which have 
previously been requested to be placed into the record. 

Thank you, gentlemen, for appearing this morning. I thank these 
gentlemen for testifying and I know that the committee will give all 
the matters which have been discussed their complete and sincere 
consideration. 

(At 11:08 a.m., the committee adjourned, subject to the call of 
the Chair.) 
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= following material was subsequently submitted for the 
recor 


AERONAUTICAL Rapio, INC., 
Washington, D.C., June 4, 1959. 
Re Committee Print of S. 4231 to permit merger of international telegraph 
carriers. 
Hon. WARREN G. MAGNUSON, 


Chairman, Senate Interstate and Foreign Commerce Committee, 
Washington, D.C. 


DEAR SENATOR MaGnuson: On May 20, at the close of the hearing on the 
above-noted subject matter, presiding Senator Hartke announced that the rec- 
ord of the hearing would be left open for 2 weeks to receive further comments 
from interested parties. 

We respectfully request that this letter and its attachment be made part of 
the record. 

Aeronautical Radio, Inc., a corporation organized under the laws of Dela- 
ware, handles interstate and foreign communication service by radiotelegraph 
and radiotelephone limited to nonpublic aeronautical communications. Its 
stockholders are air transport companies and its principal function is to fur- 
nish communications service, and services incidental thereto, to the air trans- 
port companies and itinerant flyers on a cost-sharing, non-common-carrier basis. 

It operates a number of fixed point-to-point circuits between the United 
States and points outside the United States. Attached hereto is a tabulation of 
such circuits. These circuits handle the aeronautical operational traffic of the 
air carriers and others and are not open for public correspondence. 

We are extremely desirous that any legislation permitting merger of inter- 
national telegraph carriers will be drafted in such a way it will specifically 
exclude these nonpublic circuits and facilities of Aeronautical Radio. 

Respectfully submitted. 


J.S. ANDERSON, President. 


Tabulation of aeronautical fixed point-to-point radio circuits 











Station location Points of communication Type of operation 
NN le one acon dacecanueuakane Ciudad Trujillo, Dominican Republic__....| Radio teletype. 
ic cidhsmd Sain adda wile beeen Barranquilla, oS Do. 

NN 2 arcccch casein cs beeen) eincs Ia ce une eee Guatemala City, Guatemala...............- Do. 

Ws. asdcdudedauncauesioebiamseione NN 0 I sere aeons Do. 

tac cdeddanuceekesacn-anesaseneaee TWEGICIIGNIR, V CRONE scence wcoeemeeseas Do. 

BS 22s ooncdecutnkawndauaaeadenees PURGGE HINES RNIN 55 cc cece cas osceu Do. 

Gia wcacenacawauvcteaasseeencanennd BC gi oh Acne ee ee AS eR Do.t 

Poe aaa ceececiiatent warner eccecnae tae ened SHIN PUR FP ee idire nnn ccananenedematnwnes 0.1 

A. ccd ccunne an nanmadenieletes CORR CHIR icin alin cncncsaciadcasaaciies Radio telegraph 

BR). ie da getcegauncanweseicd INGE NII oi cricinn ccnnaacennnwagaans Do. 

0 iiiiucGuacidaciudscausaescwasdaniend Rio de J — RU cea cr phneeiacee Do. 

BMG Tcadbucukesedns me aebaassenae Belem, Brags... is aikannscddabuuccuceswe Do. 

Dean dascadsscsanetdsacssauaneen Roberts Field, Monrovia, Liberia.........-- Do. 
IY, BIQWODR sc. oc onddndaseosnucan Shemya, aah ee aad Radio teletype. 
New York, Ds Wace d cet iabsnt ee cae ts td lin tinsel EISEN, ONO. Saeco ace coeuns Do. 

Mohs, Okinawa, Ryukyu Island_--...-- Rime CONG, WO Os cnn ntociasneantiiex=de Do. 
cs tar cx oc od cacasie gagecn ex lesa ates io | PaInel, "PRtwank, POPMOSR.. .cnsccqcntinenncunc Do. 
pe Be SOG Tid 2 heacradbthacenas SE UOL GUN So occas acngaatgapacucdiaa san Do. 
Re WT ABD oii cee ck pascncncsrcuwapes Hotiolie, BawOtt no iiooi dl Silk ce sak Do.! 
SE CONE EMR citeanaecnwpnadcangne San Salvador, E] Salvador............-....-. Radio telegraph. 
NS MENDES crigcscwranccndsenasasns EXQRMORPANE SEER NOUIR ces om afc a dhnipctanncsccalnalar Radio teletype. 
} Multiplex, 4-channel. 
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' Supplementary aeronautical fired networks 


ARINC location Points of communication 
ER ee ee Camaguey, Cuba 
Havana, Cuba 

Port-au-Prince, Haiti 
Ciudad Trujillo, Dominican Republic 
Balboa, Canal Zone 
Barranquilla, Colombia 
Maracaibo, Venezuela 
Maiquetia, Venezuela 
Port of Spain, Trinidad 
Kingston, Jamaica 
Mexico, D.F. 
Guatemala City, Guatemala 
San Salvador, El Salvador 
Tegucigalpa, Honduras 
Managua, Nicaragua 
San Jose, Costa Rica 

an Mexico, D.F. 
Tapachula, Mexico 
Tampico, Mexico 
Guatemala City, Guatemala 
San Salvador, El Salvador 
Tegucigalpa, Honduras 
San Jose, Costa Rica 
Balboa, Canal Zone 

Penne ee ee Ciudad Trujillo, Dominican Republic 
Camaguey, Cuba 
Kingston, Jamaica 
Havana, Cuba 
Barranquilla, Colombia 
Maracaibo, Venezuela 
Maiquetia, Venezuela 
Port of Spain, Trinidad 
St. Johns, Antigua 
Georgetown, British Guiana 
Paramaribo, Surinam 
Cayenne, French Guiana 
Belem, Brazil 
Rio de Janeiro, Brazil 

BORG TR xh cic cccisccncmusaismmemmaeiom Balboa, Canal Zone 


EASTERN PETROLEUM ENGINEERING Co., LTD., 
Berkeley, Calif., May 6, 1959. 
Senator WARREN G. MAGNUSON, 
Chairman, Interstate and Foreign Commerce Committee, 
Senate Office Building, Washington, D.C. 


Dear Sir: As you will notice by our letterhead we are in the petroleum export 
business with our primary activity centered in the Orient. The purpose of this 
letter is regarding the bill identified as S. 4231 which has to do with amending 
the Communications Act of 1934. I would have written on this at an earlier 
date if it was not for the fact that I have just returned from an extended busi- 
ness trip to the Orient. 

It is my firm conviction that every effort should be made to block the passage 
of bill S. 4231. In my opinion if this bill was passed, the services of communi- 
cations, especially as it applies to oversea business would definitely be impaired. 
As it is now there seems to be a certain amount of cooperation between two of 
the large communications companies which at times makes it very difficult to 
submit messages which will get expeditious attention. I am referring to the 
so-called agreement between Western Union and the other communication com- 
panies whereby a message, say, from Berkeley or Oakland must go through 











rt 
is 
1g 
or 
si- 


re 
1i- 
dd. 
of 
to 
he 


m- 
gh 


MERGER OF INTERNATIONAL TELEGRAPH CARRIERS 391 


Western Union prior to remittance by cable to Tokyo. It would, therefore, seem 
proper to me that instead of allowing mergers of the larger companies, that there 
should be encouragement for the smaller companies in this activity in order to 
make for better service. 

Further, I would like to state that, again, in my opinion, since the time when 
the Postal Telegraph Co. was absorbed by Western Union, the Western Union 
service seems to be lessened to a great degree. 

It is hoped that this correspondence will enjoy your sincere attention. 

Very truly yours, 


T. H. RIvers. 


BROTHERHOOD OF LOCOMOTIVE ENGINEERS, 


Cleveland, Ohio, May 6, 1959. 
Hon. WARREN G. MAGNUSON, 


Chairman, Interstate and Foreign Commerce Committee, 
Washington, D.C. 


DeAR SENATOR: Please be informed that the Brotherhood of Locomotive Engi- 
neers is interested in the bill on committee print, S. 4231. It indirectly affects our 
members and their families. 


We respectfully urge you to do all possible to oppose this legislation. My 
kindest personal regards. 


Respectfully yours, 
LAWRENCE V. BYRNES, 
Assistant Grand Chief Engineer, 
National Legislative Representative. 
x 





